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Lieutenant Frederick Henry of Clinton, Oklahoma—Medal of Honor for sacri- 
ficing himself to save his platoon in combat near Am-Dong, Korea, September 1, 
1950. When the platoon could no longer hold its position, Lieutenant Henry 
ordered the men to pull back. But someone had to stay behind to provide cover- 
ing fire. He chose to be that man, and was lost. 





Always remember this—Lieutenant Henry offered his life for more than just 
a small platoon in far-away Korea. It was also for America. For you. 


Isn’t there something you can do when this man did so much? Yes, there is. 
You can help keep the land he loved solid and strong and secure. You can do a 
. . by buying United States Defense* Bonds, now! For your 
bonds give your country greater strength. And a strong America is your best 


job for defense . 


hope for peace and freedom—just as it was his. 


Defense is your job, too. For the sake of every man in service, and for yours, 





start buying more United States Defense Bonds now. 





Remember that when you’re buying 
bonds for national defense, you’re 
also building a personal reserve of 
cash savings. Remember, too, that if 
you don’t save regularly, you generally 
don’t save at all. Money you take 


The U.S. Government does not pay for this advertisement. It is donated by this publica- 
tion in cooperation with the Advertising Council and the Magazine Publishers of 
America as a public service. 


home usually is money spent. So sign 
up today in the Payroll Savings Plan 
where you work, or the Bond-A- 
Month Plan where you bank. For 
your country’s security, and your 
own, buy U. S. Defense Bonds now! 
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He happened to be a lawyer . . . had 
just been given the job of planning 
an investment program for a widow 
—and promptly asked us to help. 

Of course, being a customer, he 
was already familiar with our Re- 
search Division . . . knew that it de- 
votes all its time to planning just 
such programs, supplying the in- 
formation asked for in hundreds of 
letters each week—appraising port- 
folios without charge to anybody— 
whether a customer or not! 

He thought Research would be 
glad to help—and it was! 

The sum involved was fifty thou- 
sand dollars—but could just as well 
have been five thousand—or five 
hundred thousand! 


The lady was a widow; so natur- 
ally the plan had to stress conserva- 
tion of principal, continuity of in- 
come. Research picked eleven se- 
curities ... gave good reasons for 
each selection . . . included recent 
prices, probable annual income— 
and sent what we thought was a 
satisfactory “letter to a customer’’. 

If you’d like to see an actual 
sample of this Merrill Lynch ser- 
vice, why not get a report on your 
own situation? Just ask for an analy- 
sis of your own holdings . . . the 
available facts on any securities that 
might interest you... or sensible 
suggestions on how to invest any 
amount of surplus funds. There’s 
no charge, no obligation. You can 
visit our office yourself, or write 
direct to— 


Department SF-46 


MERRILL LYNCH, 
PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 97 Cities 
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The Trend of Events 


j 


| HO PAYS THE TAXES?... With Congress soon to 
lose shop for this session, October first having been 
ggested as a good time for adjournment, attention 
snow increasingly being focussed on a specific un- 
ompleted and important piece of legislation—the tax 
ll. A shock ran through financial circles recently 
hen the Congressional Joint Economic Committee 
ame through with a bland suggestion that a $10 
illion boost in taxes, to be followed later by a sup- 
ementary $3 billion bill, was necessary to avert 
budgetary deficit in the current fiscal year. This is 
in excess of anything so far suggested, either by 
he President, who has by no means been modest in 
is demands, or by leaders in the House or in the 
nate. 
Since a large part of the inevitable raise in taxes 
ill come from corporations, it is well for the Ameri- 
n people to think hard about one aspect of corpor- 
te taxes which concerns them deeply, and that is 
he fact that corporation taxes to a certain extent 
re passed on to the consumer, which is to say the 
xpayer. Not many Americans realize that these 
es, paid in direct and indirect form, are largely 
idden in the price of goods and services. This does 
ot mean, of course, that all 


come of all American corporations, now 4.5% per 
sales dollar, compares with the not much higher 
rate of 5.4% twenty years ago when taxes were much 
lower. 

A clear case of how taxes may be passed on to the 
public is seen in the usual reaction by public utility 
companies when they deem their tax rates to have 
been increased excessively. These companies operate 
on service rates fixed by the regulatory authorities, 
and since these rates are based on laws which pro- 
vide for a “fair rate of return’, all these companies 
have to do, when their taxes are boosted, is to appeal 
to the local authorities for relief through higher 
service charges. Recently, the New York Telephone 
Co. laid claim to a new raise in telephone rates, 
owing largely to the effect of the latest Federal in- 
come tax increase on the company’s profits. Regu- 
latory commissions have no option but to examine 
valid claims for relief and these are quite often 
granted when proof is offered that high income tax 
rates along with other costs interfere with the com- 
pany’s statutory right to earn a fair profit. 

High corporation taxes are necessary, of course, in 
a time of emergency such as the present, but they can 
be stretched beyond the point 





ne corporations have to do to 
void the additional tax cost, 
sto pass on the increased load 
0 the consumer. There are 
lany who are unable to do 
mis, but it is certainly true 
hat American corporations, 
$a whole, are not quite as 
huch affected by increased 
axation, as might be ex- 
ected. Thus combined net in- 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What’s Ahead for Business?” This 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 








where they become not only 
punitive but self-defeating 
from the Government’s stand- 
point. It is obvious that when 
companies can pass along part 
of their costs in the form of 
higher prices to consumers, an 
inflationary influence is in- 
jected, so that at a certain 
point the Government’s con- 
tention that high taxes are 
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deflationary become preposterous. The simple truth 
is that taxes concern everyone and this is just as 
true of corporation taxes as individual income taxes. 
It is to be hoped that Congress, now about to come to 
a decision, will treat this weighty matter ina logical 
fashion and will recognize the fact that by raising 
corporation taxes unduly, it may provoke the very 
situation it is attempting to avoid, in other words, 
provide a new and concealed base for inflation in- 
stead of balancing the budget on sound lines. 


ECONOMY IN GOVERNMENT .. . Speaking of taxes 
and the need of sound budget policies inevitably 
brings to mind the vital issue of economy in Gov- 
ernment, a sadly neglected subject. True, we now 
have an “economy bloc” in Congress supposedly 
conducting a drive at every point of legislative and 
appropriative action to bring about deep slashes in 
expenditures to ward off economic disaster. Its aim 
is admirable but its success to-date far less than one 
could wish. Economy drives begun in committees 
have a way of slowing down when bills reach the 
floor, losing steam through the discord over just 
where the cuts should be made. 

The record indicates that the only really deep cuts 
—the ones adding up towards the billions in reduc- 
tions held so essential But still falling far short— 
have been made in committee rooms. Occasionally 
also, hard efforts have been made from the floors of 
both houses but they have succeeded but mildly, and 
wholly ineffectively in comparison with the billions 
of dollars at issue. 

The trouble is that when a cut or an elimination 
of an appropriation item is proposed, it usually 
threatens to “hit home” somewhere—in fact enough 
“homes” to cause a bristling and sometimes a coa- 
lescing of members with similar interests to beat it 
off. The general attitude is: Who, me? While all give 
lip service to economy, few are willing to sponsor it 
when it may hit the home interests. 

Just how economy drives slow down when bills 
reach the floor, is shown by the appropriation record 
of Congress at this stage. There are eleven regular 
appropriation bills and the House has passed ten of 
them, including the $56 billion Defense Department 
money bill. The budget requests of these ten bills 
totalled $73.5 billion. When they emerged from the 
Appropriations Committee, they contained a total of 
$70.7 billion, a cut of only $2.8 billion. They were 
passed by the House with only trifling changes, still 
totalling $70.6 billion. 

The most recent sock at the economy drive came 
from the Senate Appropriations Committee. It con- 
cerned rivers and harbors and flood control projects 
contained in the Army’s civil functions program, 
long known as a catch-all for all sort of pork-barrel 
propositions. Despite the usual log-rolling, the House 
had cut the $650 million budget estimate by $126 
million and sent a $514 billion bill to the Senate. 
Then the Midwestern flood came and with it the 
urge to give a “new look” to many projects pre- 
viously brushed aside. In the end, the Senate Com- 
mittee reported out a $637 million bill, less than $3.5 
million below the original budget estimate, virtually 
wiping out all of the House’s economy cuts. 

Economy, in other words, seems to have a tough 
struggle largely because there is lack of a resolute 





will to economize, reluctance to throw aside politica}: 


in the interest of sound fiscal policy. As long as this 


" 


attitude continues, the economy bloc will remain longl 
in log-rolling, short in economizing. And taxes will” 
go up and up. 

Assuredly, it is not a question, as some politician) 
contend, of there being no room to economize. Fae 
from it! There is plenty of room without in the leas!” 
impairing the Government’s normal functions. It 
merely a question of political courage, of the determi.) 
nation to eliminate pork-barrel squandering. 


COMEBACK OF THE BOND MARKET... The striking 
recovery of the bond market in recent weeks must b: 
viewed as a welcome sequel to the drastic decline 
touched off last winter by the Federal Reserve Sys. 
tem’s abandonment of price support pegs for Treas. 
ury bonds. About six months have gone by sine 
then and most of the evils that were predicted 
haven’t occurred. 

One of the things the Federal Reserve most feared 
was that its series of restrictive credit actions might 
be forced into high gear just at the time the Treas. 
ury was faced with an awkward spacing of debt 
maturities. It certainly would have been embar. 
rassing, had the Federal Reserve been called upon 
to upset the Government bond market still furthe 
by tightening rates for money and at the same time 
try to make the market attractive enough to assure 
success of Treasury financing. That might easily 
have required recourse to the same old device of 
taking money out of the market with one hand ani 
putting it back with the other. 

The Federal Reserve was saved all that by the 
lull in the progress of inflation. For weeks now it 
could sit on the sidelines, performing no further 
credit restrictive acts and with no need of inter. 
vening actively in the bond market. Obviously the 
Treasury will have no problem in refunding coming 
maturities in a more or less routine fashion and the 
Federal Reserve, because of the slack in inflationary 
pressures, can facilitate the refundings with m 
interference from its own credit policy. 

The recovery in Government bonds, cornerstone 
of the entire bond market, has naturally been re 
flected by the same higher-price, lower-yield treni 
in the municipal and corporate bond markets whert 
buyers are no longer calling the tune as they did not 
so many weeks ago. This has pushed down some 
what corporate borrowing costs, a welcome result. 


Essentially, the firming of ‘the Government bon 


market has been due to a declining supply of new . 





investments and a reviving demand for them, a most} 
important factor having been the drop in new con 
struction and the lessened demand for mortgage! 
on the part of institutional investors. This ended 


the latter’s need to sell governments to obtain lend 
ing funds, enabling the Federal Reserve to assume 4] 


more passive role. Its apparent policy now is to 


permit interest rates to reflect supply and oe 


forces rather than to fix them through pegging 0 
Government bond prices and other credit ool 
measures. Under such a policy, the softening of} 


interest rates of the past few weeks could become 


even more pronounced, should present supply: 


demand conditions in the investment market con- , 


tinue. 
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BY ROBERT GUISE 
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striki NATO’S TORTUOUS ROAD 
striking 
must be 
declines 
‘ve Sys. - 
Treas. ven inveterate optimists never pretended measures that are bound to bring about a revival of 
y Sine} that transformation of the North Atlantic Treaty considerable belt-tightening. Take France, for in- 
‘edictei} Organization (NATO) from a paper alliance to a_ stance. 

militarily effective bulwark against Soviet aggres- France’s political instability continues to weaken 
t feared} sion would be a simple or easy job. Aside from allied defense. The new Pleven Government is a stop- 
S might} purely political difficulties, and they are formidable, gap minority regime that does not represent agree- 
- Treas} there are a great many financial and economic con- ment among the center parties. Divisions today are 
of - eens — even wider than before 
embar-} tended to slow down 1 ” the national election. 
d upon} Western European re- Oe ee eee ee Leen er ee After an indecisive 
further armament rather dis- ne election, many weeks 
ne time} appointingly. ooo a —~.} of stalemate and seven 
y assure} At this stage, pro- on vere — os “et eas futile attempts to form 
; easily duction of defense ma- & me rrenr ove.) > ee ie _.~_4A acabinet, Rene Pleven 
vice of} terials in Western Eu- el oe a has “succeeded” only 
ind ani} rope is below expecta- because the deputies 

tions. While it is under were exhausted. It 
by the} way in some countries, Vestas stands to reason that 
now it} it is only a tiny drop couren. ) such a government can 
further} ina very large bucket. MARIANNE —— hardly provide ade- 
f inter-| In others, it is virtu- us7S GO! ) quate cooperation with 
sly the} ally non-existent. Eu- the North Atlantic 
coming} rope obviously is rely- / powers and with Gen- 
and th} ing on the tools and eral Eisenhower. In 
tionary} materials to come from fact, the lack of a 
vith no} the United States and strong French govern- 

is loath to bestir her- ment renders more dif- 
erstone} self in her own behalf. ficult solution of virtu- 
een ref It’s probably by no ally all problems of Eu- 
d trend} means the European’s ropean preparedness, 
s where fault alone because our in which France is 
did not} Wn policy makers supposed to play a key 
1 some} have made it clear that role. France today is 
result, | oNce more the United hardly in a position to 
“ heal States will be the ar- Green in the Providence Sunday Journal work effectively for 
of new Senal of democracy. European unification 
a inal You put up the manpower, and we put up some man- when it cannot even achieve unity at home. 
war aan, DOWer and most of the arms” was our suggestion. Elsewhere there are disturbing undercurrents 
ew COT hus we find Europe ready, if reluctantly at first, t holding off defense production. Belgium, it seems, is 
rtgage} yes {urop dy, if reluctantly at first, to ing efense pr . Belgium, it seems, is 
. ena urnish manpower but she is dragging her collective placing more emphasis on defense of her currency 
in lenlll feet when it comes to arms production. One reason than on a program to defend Europe. In Italy, the 
ssumeue this is, and it is perhaps understandable, that reaction is that not enough of general production has 
wv is tol ‘Europe wants to maintain economic progress while been achieved to permit the start of arms production. 
dJeman¢| Producing for defense, that for internal political In other countries, too, enthusiasm is lacking. And 
ging of| Leasons alone, there is great unwillingness to have general unwillingness to divert to rearmament the 
controll cctense production cut into the rather narrow basis large sums of money needed has been greatly en- 
neo off tor economic well-being, only recently established hanced by dislocations brought about by new infla- 
becomefuter considerable post-war struggle and, incident- tionary tendencies. European governments feel that 
supply: ally, with generous American help. As it is, the first consideration must be given to the maintenance 
et cone butter on the bread”, as Paul Hoffman remarked of a stable civilian economy. 
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recently, is hardly visible. 

__It is a problem that ties in closely with political 

hee Most continental regimes are in power by 
arather slim majority backed by a coalition, often 

Neluding socialists, and too weak to force through 
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It is true enough that the rise in raw material prices 
has had the effect of whittling down a considerable 
part of the economic gains made by Europeans since 
the end of the war though other factors also contrib- 
uted, particularly promi- (Please turn to page 584) 
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After a minor dip, the market rose moderately last week, taking the daily industrial 
average to another new high by a slight margin. The supporting and restrictive factors 
are fairly closely balanced. We would avoid extreme expectations either way, hold rea- 
sonable reserves intact at present, concentrate on selective portfolio adjustments. 


By A. T. MILLER 


Vases as a whole, the stock market has not 
done a great deal more than mark time during the 
fortnight since our last previous analysis was writ- 
ten. The Dow-Jones industrial average recorded a 
new 1949-1951 high on August 6, bettering its earlier 
1951 high, seen last May, by a shade more than 
2 points. That was followed by a corrective four-day 
dip of minor proportions; and then by renewed 
strength on moderate volume. The latter had de- 
veloped no particularly significant momentum by the 
end of last week, or by our press closing time; 
although it did suffice to lift the average to another 
new high a trifle above that of August 6. 


night. 


Correction Ahead—Or Broadening Advance? 


Reflecting disappointment over the freight-rate 
boost recently granted by the ICC, the rail average 
eased off roughly 3%, on no great amount of selling, 
from its August 6 rally high, then staged a tepid 
and partial recovery. Since the best level reached s0 
far this summer was well under the major high of 
last February, this average remains in something 
of a “No Man’s Land”. Utilities, after weeks of 
gradual advance up to August 7, finally bettering 
both the earlier 1951 and the 1950 highs, the latter 
in slight degree, have flattened out during the fort- 


In terms of these averages, the market remains a 





MEASURING MARKET SUPPORT em 


eB THE MARKET 1S A TUG-OF-WAR... CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATIONS: 





THE MAGAZINE OF WALL STREET—1909 


340 i340 













320 
DECLINING PRICES 300 
280 
260 
: 


ano~, DEMAND FOR STOCKS 


—LAS INDICATED BY TRANSACTIONS AT. PRICES 


ayo MEASURING INVESTMENT AND SPECULATIVE DEMAND 
250 4 |: 15 


soa suse a | RD he oo a 
x = qeoe eaege® 


120 



































210 | M.W.S. 100 HIGH “eo, 6? A , 105 
PRICED STOCKS th . : 
INVESTMENT DEMAND M.W.S. 100 100 

200 | Scare ar sent LOW PRICED STOCKS 








SPECULATIVE DEMAND . 
si | [Sete ar cere 95 
































4 a6 2 q 16 23 30 1 14 2 28 4 n 18 
JULY 


JUNE 








mixed affair. With the industrials and 
rails out of gear, those who base their 
market thinking on the related perforn- 
ances of the two have no “trend evidence” 
to go on. And the market is even more 
mixed and selective when viewed in terms 
of stock groups and of individual issues. 
Depending on what stocks you hold, you 
can say that the market is going up, or 
the market is going down, or the market 
is doing nothing. 


Selectivity To Continue 


If there is one certainty, it is that selec. 
tivity will continue to be marked. On the 
one hand, there are wide variations in the 
prospects of the different industries, and 
the individual companies therein, whether 
appraised in terms of probable 1951 re 
sults, or of potentials for the duration of 
the defense-dominated, high-tax period, 
or of more or less normal long-term pos 
sibilities. On the other hand, no great 
portion of the over-all demand for con- 
mon stocks is coming from unsophisti- 
cated, indiscriminating speculators — the 
kind who are about as well equipped to 
operate in the market as they are to bet on 
the horse races. The major part of it is 
accounted for by the variety of institu- 
tional buyers, experienced or at least rea- 
sonably careful individual investors, pe 








ple guided by professional counsellors, 
and professional operators. 

In short, a decisive part of the buying-| 
and selling—is done by, or controlled, by 
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people relatively well 
' versed in security invest- 
' ment. They are constantly 
' weighing prospects of this 


' is more attractive, taking 
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or that company against 
the current price and yield 
of its stock, and debating 
whether some other stock 


into account its price dif- 
ferential as well as com- 
pany prospects. There are 
large profits available in 
many stocks which have 
risen> to unprecedented 
levels. This tempts some 
holders to clinch a portion 
of them, and to shift the 
proceeds to selected stocks 
which are less advanced. It 
causes others, while sitting 
tight on profits, to refrain 
from additional buying and 
to search elsewhere for 
stocks in which to employ 
idle money. 

Some stock groups 
which had been leading the 
market parade have either 
slowed down or halted at 
this writing. That is so of 
the oil group, chemicals, 
drugs and tires. Time will 
tell whether this is only a 
transient consolidation. 
Some secondary groups, 
believed to have relatively 
favorable prospects at least 
for the duration of the 
arms build-up, have come into greater favor. 
Examples in recent days are electrical equipments, 
machinery, copper-brass fabricators and some of the 
non-ferrous metal and metal refining stocks. This 
trading-down tendency is still limited, for the search 
is largely confined to good or fair-grade stocks. The 
“eat and dog’”’ section of the market has participated 
little in the summer upswing, and remains well under 
the general level reached in the more speculative 
phase which culminated last February. 

We have said before and repeat that a handful of 
highly-regarded stock groups cannot indefinitely 
“carry the ball’; and that any significant extension 
of the July-August rise will require rotating group 
leadership, with an adequate number of secondary 
stock groups coming to the fore. The fact that some 
of the latter have “perked up” moderately accounts 
for the recent new highs in the industrial average. 
But it is not possible yet to say whether this is the 
start of a rotating strength that will continue or 
whether it is an abortive “try”; for the shift toward 
secondary stocks so far is more lukewarm than 
dynamic. 





Possibility of Corrective Reaction 


New highs in the industrial average by the margin 
of a couple of points are of dubious significance so far 
as the general market trend is concerned, and of little 
Interest to the average investor. In the writer’s view, 
the chances for a werthwhile extension of the rise 
are no better than those for a corrective reaction. The 
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latter might or might not be a near-term matter. It 
probably will be if the market falters for more than a 
week or so in the supply zone immediately around the 
industrial average’s highs of last May and of August 
6 and August 17 (263.13, 265.21 and 266.17). If not, 
a moderate further near-term rise, or a sidewise drift 
for more than a relatively short period, might well 
increase the chances for a sell-off of some scope 
within the autumn period, if not starting before the 
end of summer. In this connection, it must be noted 
that the market is generally aided by a seasonal up- 
ward tendency in some part of the summer, which 
does not carry through September. In other words, 
it takes a dynamic bull market to carry on a summer 
rise. 

On the basis of existing economic-financial funda- 
mentals, we would continue to avoid extreme expec- 
tations, either bullish or bearish; for the supporting 
and restraining factors are fairly closely balanced, 
leaving unpredictable shifts in sentiment to tip the 
scales as between relatively moderate up and down 
swings in the market—relatively moderate as com- 
pared with sustained, full-scale bull or bear markets. 
The industrial average has fluctuated within a maxi- 
mum range of roughly 26 points so far in 1951, com- 
paring with approximately 38 points in 1950, 39 in 
1949, 28 in 1948, 23 in 1947 and 49 in 1946. We would 
not count on the 26-point 1951 range to date being 
maintained, and we would not exnect the 1946 49- 
point range to be equalled within the presently fore- 
seeable future. 

Up and down swings of (Please turn to page 584) 


539 





\ 


wenn 


Bs 


By E. A. KRAUSS 


 * recent developments have helped clarify 
at least to some extent the prospective impact of 
mobilization on the nation and the nation’s economy. 
One was the President’s message transmitting to Con- 
gress the Midyear Report on his Council of Economic 
Advisers. The other was the enactment of the revised 
Defense Production Act. 

The Midyear Economic Report contained a most 
comprehensive picture of American Economy under 
mobilization—what has been done so far and the 
scope of rearmament yet to come, outlining basic 
policy and offering a time table with significant 
guidelines to the future. With enactment of the new 
control law, business has learned the terms and con- 
ditions under which it will have to carry on in the 
coming year. Because of their fundamental impor- 
tance, both deserve considerable attention. 

From the Midyear report we learn that the defense 
effort has been getting on—though not quite on sched- 
ule. Current spending is running at a $35 billion 
annual clip and by the end of the year it will climb 
to $50 billion. By mid-1952 it should be at its planned 
peak of $65 billion. 

From the standpoint of impact on the economy 
as a whole, this means that the proportion of the 
nation’s total output devoted to security, which was 
about 6% before Korea, is about 11% now, will rise 
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to about 15% by the end of the year and to about} as in 
20% at the program’s peak a year hence. The maxi-| on th 
mum percentage, while sizeable, would still be only! est 1 
about half of the requirements of World War II} quite 
when the war took some 40% of the nation’s pro-| that 
duction. Even a 20% cut, however, can have incisive,} belie 
if only transitory, repercussions. Gove 

One reason is that according to estimates, the} direc 


major part of the $30 billion increase in the annual} At 
spending rate during the coming year will go for 
procurement of aircraft, weapons, tanks etc.—in 
short for military hardware, deliveries of which are 
scheduled to rise from monthly rate of about $1 
billion to about $3 billion. During the next twelve 
months, aircraft deliveries are to be tripled, and the 
tank-automotive program is to be boosted four times 
the present rate of delveries. 


When Will the “Pinch’’ Come? 


Measured by cost and the strain on the economy, 
this is a large program but also regarded as a minl- 
mum measured against the need, and well within 
our capacity. It is bound to strain particularly ow| 
metal supply. As to steel, direct military needs are} , 
currently taking about 11% of total output. This will) 
rise some 15% in the first and second quarters 0f/ 
next year, and may eventually rise to 20%. Of the) 
copper supply, arms output presently consumes about 
20%. The proportion will rise to almost 30% by the! Stab 
second quarter of 1952. Of our rapidly expanding} | 





aluminum production, defense now takes 30% ané 004 
the “bite” will come to almost 40% in the first! pee 
quarter of next year, then ease a bit as added pro-| Wat | 
duction becomes available. Repercussions on metal. den 
consuming civilian industries, however, are likely Cows 
to be somewhat more severe than these percentage pow 
figures would indicate. crea 

Generally, on basis of the Midyear Report, it must Fed 
be assumed that the “big pinch” will come in the the « 
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i arst half of 1952, but it might well be later. Defense 
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contractors are increasingly convinced that their out- 
put will not rise as rapidly as the mobilization chiefs 
have indicated. Thus the peak of arms output may 
actually not be achieved until later, perhaps as late 
as early 1953, unless schedules are revamped and 
speeded up. 

It could well be that the guidelines in the Midyear 
Report may be valid only for a limited time. While 
defense and foreign aid expenditures will nearly 
double over the next twelve months, plans for 
further expansion of the armed forces could lift the 
top figures still higher. If so, it would also accentuate 
the entire rearmament impact. The President’s mes- 
sage contained definite evidence of such thinking 
when he stated that it might be necessary to increase 
the armed forces beyond the present goal of 3.5 
million . . . that strategic and military studies are 
under way to decide whether to “raise our sights’. 
The impression is that the decision is already made. 


Problems of Government Planners 


Quite evidently, the Administration is convinced 
that we can have more guns and still enough butter, 
that we can carry on the security program and still 
maintain domestic consumption and business invest- 
ments at high levels. This particularly if we continue 
to expand production. To that end, the President 
gave his support to a number of basic expansion 
schemes prepared and fostered by defense agencies, 
as in steel, aluminum, electric power etc. Emphasis 
on this reflects the Council’s own great inter- 
est in this subject. While such emphasis is 





In making these requests, he was facing a forelorn 


hope since Congress has turned down a good many 
of them when enacting the new Defense Production 
Act, the law that tells business under which condi- 
tions it can expect to operate in the year ahead. That 
doesn’t mean that the new law is too precise, or that 


its actual significance can be forecast with any de- 


gree of assurance. But we do know that it fell far 
short of Administration demands and expectations— 
the reason why it was signed only “reluctantly” by 
the President. 


The Change in Controls 


Economic controls—1951 model—will be still potent 


though milder, hence they were welcomed by busi- 


ness generally, and partly also by consumers who 


liked the moderate relaxation of credit curbs. Controls 
over materials and production remain practically 


unchanged. Consumer credit and rent control are 
relaxed. By far the biggest change affects price con- 


trols. Under the cost-plus (Capehart) amendment, 


manufacturers must continue to price their goods 
according to OPS orders but they can ask for, and 
get, relief that gives them a price equal to the highest 
price between January and June 1950 plus all cost 
increases up to July 26, 1951. That means, generally, 
higher prices rather than roll-backs, a pegging of 
ceiling prices at a higher level than they would 
have been without the new provision. 

In line with the new policy, roll-backs previously 
ordered have been deferred indefinitely. The impres- 
















































quite in order, many a it unfortunate TRENDS IN OUR NATIONAL ECONOMY 
that such espousal is marred by the apparent 
belief that the job can be done only by more o% CHANGES BETWEEN JUNE 30, 1950—JUNE 30, 1951 
Government guidance, control and perhaps +5 xara — UNEMPLOYMENT] +15 
direct participation. ol Percentage aS " 

At any rate, the possiblity of further expan- + P change 
sion of rearmament schedules—beyond the out- +5 5 
line contained in the Midyear Report, must be oe 
reckoned with. Probably this decision is dic- ‘0 ae — ee 0 
tated by conviction that the need exists. Per- Platter yet 
haps the planners have underestimated how 5 = 
much guns and butter the nation’s industry a 0 
can produce. Perhaps they feel that they were =l0 2 s 
too cautious in setting defense goals, too fear- “a Es 
ful of serious inflation or conversion disloca- 440 
tion. And perhaps, in contemplating further 
defense expansion in the near future, they are +35 +35 
currently fearful also of an embarrassing 
deflationary interlude. +30 on 

As a clue to official policy and thinking, the 425 
Midyear Report is revealing in other respects +25 
particularly in the fields of controls, prices and +20 +20 
taxes. The President advocated Government 
control of all business profits as a basis for +15 +15 
regulation of prices, thereby embraces the me 10 
profits standards put forward by his Economic +10F + 
Stabilizer, Eric Johnston. Generally, he op- +5 
posed further prices rises and favored roll- i 
backs—within a policy of “holding the line.” ok 0 
And he renewed his oft-repeated requests for 
“at least” $10 billion in new taxes, for exten- -5 “5 
sion of a strong economic control law, for eS 
Government authority to build defense plants, lf ” 
power for the Federal Reserve Board to in- Recitential 15 
crease bank reserve requirements, and for — Building 
Federal power to fix margins for trading on -20 -20 
the commodity exchanges. 
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sion is that OPS will raise prices for all manufac- 
turers by industries though it doesn’t have to under 
the new law. The trouble is that it would involve a 
stuper'dous amount of paper work to screen each 
application individually. A new form of manufac- 
turer’s regulations, changed to conform to the Cape- 
hart amendment, is in the offing, spelling out higher 
ceilings all aroud. 


New Controls and Price Ceilings 


The question is: to what extent will they be real- 
istic? Certain lines kept down by slack consumer 
demand will be hesitant to raise their prices even 
if ceilings are raised. The simple fact is that in most 
areas, controls—harsh or mild—mean little for the 
moment because this just isn’t an inflationary period. 
Goods are plentiful and prices soft, a combination 
that doesn’t spur buying or encourage price raising. 
It is one reason why over the shorter term at least, 
the new controls bill is important most in so far 
as it regulates materials and production, far less 
so when it comes to price ceilings. 

So far, consumer hard goods lines were not appre- 
ciably stimulated by easier credit curbs; there has 
been no evidence of a freer movement of goods from 
crammed store shelves which have been responsible 
in the past for price wars and clearance sales. To 
some extent, however, the building industry may 
benefit from easier controls on home financing in 
areas around defense plants and military installa- 
tions. On the other hand, landlords are permitted to 
raise their rents in many cases. 

Small businessmen can look for a break in getting 
defense orders. The Act specifies special benefits for 
them including a new agency to handle defense con- 


tracts for small manufacturers. 

Main interest, however, centers on the controver. 
sial provisions allowing businessmen greater latitude 
in figuring their price ceilings, as previously cited, 












though it is not impossible that this could result inf 








as many price drops as price rises. Under the Cape f 








hart amendment, costs undoubtedly would justify : 


higher prices in a good many instances. 


Examples are the auto industry where leaders — 
such as General Motors and Chrysler already have} 
applied for price boosts of roughly 10%. Some up. | 
ward adjustments are also justified in the farm} 
equipment industry. Machinery and machine too} 
makers are hopeful that the new control law will 
end the profit squeeze resulting from former ceiling | 
price regulations though they do not envisage any. f 
thing like a royal road to high earnings. But they f 


may press for quick relief. 
No price rises are planned by major steel pro. 
ducers though some specialty lines may seek boosts, 


There could be some upward revision of finished oil f 


products, but not for crude oil. In the food industry, 
there may come minor upward adjustments. In the 
textile and leather industries, price weakness, not 
higher ceilings, constitutes the main concern and 
that doubtless is true of a good many consumer hard 
goods lines. 
Generally, manufacturers will move cautiously 
and selectively in taking advantage of higher ceilings 
they might be permitted to adopt. While for all prac. 
tical purposes, the new control law writes out the 
punitive cost absorption principle of the previous 
law and torpedoed Mr. Johnson’s 85% profit ceiling 
formula, it will by no means be a one-way street to 
higher prices. In the last analysis, the consumer will 
be the final judge and the trend in recent months has 
been towards lower, not higher, prices. This 
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fact alone should slow down any concerted rush 
to raise price tags. The new pricing principle 
could, however, prove a distinct incentive to 
production, in itself a factor working to hold 
down prices through adequate supply. 
Nevertheless, the President has described the 
law as gravely deficient and urged Congress to 
put more teeth in it, but Congress will be in 
no hurry to do so. In the face of existing defla- 
tionary trends, the official doctrine is that we 
are going to have more inflation, more short- 
ages, more price rises—and booming business. 
Some agencies have come forth with very pre 
cise predictions. The Economic Stabilization 
Agency anticipates a 5% to 8% rise in the cost 
of living within the next 12 months, costing the 


10 consumer between $10 billion and $16 billion, 


an expectation recently echoed by Mr. Wilson. 
And it’s all blamed on the new control law. Al- 
most every day brings forth some new official 


to engulf us once more. 
Politics and the Deflationary “Threat” 
That may be so. Presumably such predictions 
Government expenditures would begin to be 
felt in coming months, that a widening of the 
“inflationary gap” is inevitable. But why such a 


selling effort? One wonders whether there isn’t 
just a little politics mixed up with the economics 











of the situation, and (Please turn to page 574) 





statement to the effect’ that inflation is going 





are based on the general assumption that heavy | 
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At no time has it ever been more important for 
the investor to look closely at the item called “pro- 
vision for taxes” when studying corporate earnings 
reports. In former years, corporation taxes were a 
necessary evil, but only one and by no means the 
most important consideration in estimating profits. 
To-day, taxes are practically a dominant factor. This 
has become specially true in the past year. For exam- 
ple, in this period the rate of normal tax and surtax 
has risen successively from 38% to 42%, 45% and 
47%. The government has also imposed an excess 
profits tax, running as high as 77%. At present, the 
over-all ceiling on the combined tax is 62% but the 
new tax bill, now in process at Washington, will 
undoubtedly raise the over-all figure to 67%, with 
a chance it may go to 70%. 

In 1950, the percentage of operating income taken 
by taxes amounted to 41 cents on the dollar; in 1951, 
thus far, the figure has risen to 60 cents, speaking of 
corporations as a whole. When the new tax bill is 
passed, the figure for the last three months of the 
year, assuming no retroactive taxes are imposed, will 
rise at least to an annual rate of close to 65%. 

Even a cursory examination of this year’s first 
half earnings reports will show how important a 
factor taxes have become in determining final net 
income. For example, current figures applying to 325 
leading manufacturing companies show that total 
receipts of these companies raising principally from 
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sales rose $6.2 billions or 28% over the first half of 
1950, due mainly to the growth in volume of produc- 
tion and to the inflation in commodity prices. At the 
same time, aside from income taxes, costs advanced 
by $4.4 billion, or 23%. Now, however, we come to 
the Federal tax figure. This shows an increase of $1.8 
billion or a boost of not less than 125%. 
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Companies That Can Increase Profits 
—DESPITE HIGHER TAXES 
By J. C. CLIFFORD 


Thus the entire gain in operating profits in the 
first half were practically taken away by increased 
costs and increased taxes. The actual results show 
that there was approximately a stand-off in net in- 
come, compared with the last half of last year, about 
half the corporation sampled showing either no in- 
crease in net or declines of varying proportions, and 
the balance showing an increase, despite higher costs 
and taxes. This applies especially to second quarter 
results, when the effects of the tax increase became 
more apparent. 

During the second half of the year, the unfavor- 
able influence of high taxes will become more notice- 
able and it will be important to look closely at the 
third quarter statements when they start coming 
out early in October. Taxes will also become heavier 
when the new bill is passed and, in fact, most com- 
panies are preparing for this contingency by allocat- 
ing increased special reserves to meet the expected 
additional tax demands. 


Earnings Vary in Different Groups 


Of 21 important industrial groups, including retail 
trade, service and amusement industries, 12 showed 
declines in net income in the second quarter of 1951 
as compared with the first quarter. These were food 
products, beverages, tobacco products, textiles and 
apparel, drugs (soaps and cosmetics), cement (in- 
cluding glass and stone), iron and steel, building 
materials, electrical equipment (including radio and 
television), automobiles, automobile parts and retail 
trade. The ten groups that were able to increase 
earnings in the second quarter despite higher costs 
and taxes were: pulp and paper products, petroleum 
products, machinery, office equipment, railway equip- 
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ment, miscellaneous metals, non-ferrous metals, 
chemicals, service companies, and amusements. 
These figures, of course, do not mean that all individ- 
ual companies in these groups showed uniform re- 
sults, either favorable or unfavorable, as the case 
— but that the average indicated the general 
trend. 


Profits Understated by Rapid Amortization 


Higher taxes in some cases may lead to somewhat 
deceptive conclusions as to actual earnings. Thus 
higher taxes act as an incentive to build new plants 
where rapid amortization is permitted. It is impor- 
tant to realize that such rapid amortization may 
understate earnings as reported, since the cost of 
new plants is charged against income for the five- 
year period permitted by the Government—instead 
of being treated, as is the case normally, as capital 
outlay. Naturally, that portion of tax payment allo- 
cated for permissible rapid amortization, cuts the 
amount of net income, but at the expiration of the 
five-year period, the investor has a brand-new or al- 
most brand-new plant for his trouble. 

Many corporations have taken advantage of this 
important tax concession but this has been at the 
cost of deliberately reducing stated profits since cur- 
rent earnings are reduced by the amounts charged 
off. Without going too deeply into this aspect of the 
influence of taxes on earnings at the present time, 
investors should bear in mind that where their 
companies have secured certificates of necessity 
and rapid amortization of new plants, earnings are 
actually higher than reported. 


On the other hand, among those companies which 
have been reporting second quarter increases, it will 
be found that, with the exception of oils and non- 
ferrous metals which are in a different category on 
account of their favorable depletion write-offs, they 
have not embarked on large-scale new plant expan- 
sion and are therefore able to show a larger propor- 
tion of net income. 


Net Profit Margin Declining 


Another factor in the comparatively favorable 
showing of this group is a better control over cost 
items and plant efficiency. Also, the inventory prob- 
lem has been treated in different ways so that 
losses have not played an important part in their 
accounting. 

The subject of corpoartion taxes is extremely com- 
plicated under present conditions and space does not 
permit much further elucidation. However, in addi- 
tion to the tax figure, the investor must now look 
more closely into the net margin of profit on sales. 
This shows rather emphatic deterioration from an 
average of 9.3% for the whole of 1950 to 7.4% for 
the first half of 1951. It is obvious that the increase 
in taxes has been a prime factor, along with higher 
costs, in cutting the margin of profit. 

Nevertheless, a surprising number of companies 
have been able to overcome the twin handicaps of 
higher taxes and costs, and have shown that they 
are able to increase net income. We present herewith 
a table of 25 such companies and they are well worth 
the study of investors since they afford an oppor- 
tunity to become acquainted with an especially suc- 
cessful group of companies. In order to be of added 
help we are also presenting to the reader a summary 
of the features relating to several of the more attrac- 
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tive of these stocks. 

It will be noted that a number of them represen} 
the more favored industries from a tax standpoint 
Thus the petroleum companies are greatly aided by 
the fact that they can charge off 2714% of earnings} 
for further expansion and dividend payments. Also, 
the non-ferrous metals industries are favored by the 
fact that they can charge off to depletion 16% of the} 
value of the metals they produce. Some of the rail. 
way equipment group are found in the table. Despite 
their vulnerability to the excess profits tax, most of 
these companies have comparatively small capitalizg. 
tions and hence are able to produce better thay 
average per share earnings if volume is adequate, 

It will be noticed that some companies were able 
to increase net income though sales showed little oy 
no gains. With regard to American Brake Shoe, for 
example, sales rose only $2.1 million in the second 
quarter but net per share jumped from $1.37 to 
$1.72. This was due principally to increased efficiency 
of operations. During the period 1947-1950, the com. 
pany suffered losses in its new plants and on new 
products. However, these difficulties have been re. 
moved and the company is now operating efficiently 
and new products are gaining new markets. This 
trend is likely to continue. Volume of course is bene. 
fiting from present active operations in freight car 
building. 


a 


Sales Down But Profits Up 


An interesting illustration of the fact that a com. 
pany may experience a reduction in sales during the 
second quarter and yet show an increase in net 
income is offered in the American Cyanimid report. 
Sales were reduced from $102.1 to $98.7 millions but 
net per share increased in this period from $2.48 to 
$3.48. This was due principally to the fact that the} 
company allocated $15.5 million for taxes in the 
first quarter and only $12.5 million for the second 
quarter. The difference in taxes amounts to almost 
$1.00 per share. 

American Locomotive Company showed a consid- 
erable increase in net income during the second 
quarter, results improving from a deficit of $.19 a 
share to a net profit of $1.21. The favorable con- 
parison, of course, is due to the fact that the con- 
pany is now free of the strike losses of the first 
quarter. The company’s enormous backlog invites 
attention. Unfilled orders for regular products total 
$106.6 millions against $50 millions a year ago; de 
fense orders on hand amount to $338.7 millions. 

National Lead Company is another interesting ex- 
ample of a company which increased net income in 
the second quarter though sales fell off moderately. 
During this period, operating margin rose from 
about 5% to 7.8%. Also a factor was the reduction in 
depreciation charges of about $400,000. 

The improvement in Republic Aviation’s profits 
from 40 cents a share to 94 cents in the second quar: 
ter is mainly a reflection of the alleviation, on a 
gradual scale, of the company’s materials and equip 
ment shortages problem. This has resulted in im- 
proved plant efficiency which has been greatly aided 
by the company’s training program for engineering © 
personnel. 

The above few references indicate the different’ 
reasons for recent earnings increases among these” 
companis. Of the 25 concerns listed in the table, we’ 
believe the following to hold the best prospects of” 
continuing their present good earnings record, al-) 
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present) though all of them have shown exceptional re- 


sults under present tax and cost conditions: Allis- 


ided hhh Chalmers, Black & Becker, Bohn Aluminum & Brass, 
arning ' Cutler Hammer, Food Machinery & Chemical, Link 


Belt, Merck & Co., Mid-Continent Petroleum, Pitts- 
burgh Coke & Chemical, Socony and Standard Oil of 
California. 

The following analyses refer to several of the 
strongest companies listed on the table and seem es- 
pecially suitable for appreciation and income at this 
time. 

Standard Oil of California only showed a moderate 
increase in sales during the second quarter of the 
current year, but net income per share rose rather 
sharply from $1.34 to $1.62. The company, which has 
enormous holdings of immensely valuable oil-bearing 
lands in Saudi Arabia, in addition to its very impor- 
tant California holdings, has been benefiting from 
increased receipts from the Middle East. New con- 
tracts are being made with the government of Saudi- 
Arabia and it is confidently expected that they will 
be concluded to the satisfaction of both sides. 

During the first half of 1950, earnings were held 
back because of lower prices for heavy crude oil. 
This has long been made up and the current stability 
of petroleum prices is now a very favorable factor. 
Gross income jumped from $199 to $257 millions 
from the first to the second quarter. Expenses in- 
creased during this period from $163.7 millions to 
$211.1 millions, with net income increasing from 
$35.4 to $46.5 millions, or from $1.34 to $1.62 a 
share. Based on the first half’s showing of $2.96 a 
share and the favorable prospects for the balance of 
the year, it is anticipated that net income for the 
whole of 1951 will amount to about $5.50 a share 
against $5.26 last year. 


The stock pays $2.60 a share on the split shares, 
(split two-for-one early this year). On this basis, at 
the present price of about 48, the yeld is 5.4%, which 
is quite satisfactory for a stock of such proven earn- 
ing power. 

The company is extremely aggressive in its search 
for new oil-bearing properties and in this connection 
it is worth noting that in addition to its already ex- 
tensive holdings, it is proceeding vigorously in two 
new fields in Louisiana. It is also active in the new 
Scurry field in Texas and has opened up wide possi- 
bilities in Southwestern Manitoba where important 
discoveries have been made in the Willison Basin area. 


Three Prosperous Industrials 


Food Machinery & Chemical Co. indicates that it 
is going to have an exceptionally good year. Earnings 
per share were up to $1.31 in the second quarter from 
79 cents in the first quarter. The merger with West- 
vaco Chemical enabled the company to become one 
of the principal factors in the production of chlorine, 
caustic soda and other industrial chemicals of which 
there is a heavy and growing demand. Of importance 
is the new subsidiary, Intermountain Chemical, in 
which National Distillers has taken a 20% interest. 
Elemental phosphorous, highly important ingredient, 
will be produced in large quantities as well as refined 
soda ash. 

The company which was originally in the business 
of manufacturing machinery for fruit and vegetable 
processing, a field in which it is still a dominant 
factor, is now in addition an important chemical 
producer. Orders for defense purposes are very 
heavy and increasing, especially for land and amphi- 
bian tanks. Earnings (Please turn to page 574) 












































conti 
Companies Which Have Increased Earnings In the Second Quarter 

2nd Quarter 1951 Ist Quarter 1951 Total 1950 

Net Net Net 

Sales Net Sales Net Sales Net Recent 1950 Price Range 

(millions) Per Share (millions) Per Share (millions) Per Share Price Div. Yield 1950-51 
Allis-Chalmers Mfg. $120.8 $2.31 $ 87.3 $1.70 $343.6 $ 8.72 4734 $3.25 6.7% 493-28% 
American Brake Shoe 39.8 1.72 37.7 Vid? 106.5 4.70 37% 3.00 73 44-2712 
American Cyanamid 98.7 3.48 102.1 2.48 322.3 9.00 125 4.6212 3.7 1311-49 
American Locomotive 58.0 1.21 22.9 (d) .19 138.8 2.78 19 1.50 7.8 24%4-13% 
American Machine & Metals 7.9 1.28 be PF i 14.9 2.49 1356 1.00! 7.4 14%- 5% 
Black & Decker 8.2 2.08 Bel 1.47 23.6 6.17 3658 3.00 8.2 40 -25'2 
Bohn Alum. & Brass 13.4 1.53 12.4 1.27 39.8 5.05 3612 1.751 47 38 -22% 
Bucyrus Erie . 20.7 1.07 We 99 49.5 2.80 2258 2.00 8.9 2342-15! 
Cutler Hammer 15.3 U57 14.0 1.28 42.7 5.98 32% 2.40 aa 35M%4-22% 
Detroit Steel 11.4 2.96 10.7 2.80 92.9 7.54 3612 2.00 5.4 38%-21'2 
Douglas Aircraft ..... wes 57.8 1.69 39.3 1.40 129.8 12.02 50% 3.16 6.2 5478-3456 
Food Machinery & Chemical... 44.6 1.31 31.4 74 101.8 3.45 45\2 1.50! 3.3 47%4-24)2 
General Amer. Transportation... .... 1.51 28.6 LY 87.6 4.95 51% 3.00 5.8 587-45 
Link Belt 29.5 1.41 27.4 1.10 83.1 5.21 4812 2.40! 49 4814-28% 
Mack Trucks .. 37.5 65 43.4 64 123.3 Bo 16% 1.00! 6.2 2034-1158 
ING Rel Ge CO 5-52. csi escntccdeeseceteceasees 30.7 1.16 29.9 1.20 94.0 4.46 100% 2.50! 2.4 11014-39% 
Mid-Continent Petroleum . 38.6 2.46 36.5 2.37 136.6 8.43 6012 3.25 5.3 64 -38% 
National: Lede jc..22-..cccceicse senses 99.9 2.15 104.9 1.36 342.7 7.23 90% 4.00 4.4 9512-35 
Pittsburgh Coke & Chemical 13.7 1.83 11.1 1.47 4.77 35 1.20 3.4 37%-11' 
Republic Aviation ................00. 32.8 94 19.4 40 Bak 2.34 13% 50 3.7 167%- 57% 
SOUNGEESE LOUD cack cn. ee. scnsccteesaacetsececs! WOAO. 1.63 202.1 1.52 678.8 5.81 417% 2.50 5.9 4334-21% 
Socony Vacuum ...............005. ts 1.23 369.0 1.16 1,367.1 4.03 34 1.35 4.0 35 -16 
Standard Oil of California....... 237.3 1.62 227.8 1.34 804.3 5.26 48 2.601 5.4 50 -30% 
Standard Oil of New Jersey........ BS: 2.16 898.6 1.95 3,134.5 13.48 68% 2.50 3.6 70%4-33 
Texas ‘COMPOKY: ....-...255-sctrnisiiiers 347.7 1.67 314.6 1.47 1,248.5 5.41 5036 345 6.4 5214-291 
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By FRANK R. WALTERS 


id | he average farmer is a much bigger busi- 
nessman today than he was before World War II, 
and he is a good deal more prosperous to boot. As a 
result, the growth and wealth of the farm market 
has progressed remarkably despite the fact that there 
are fewer farms today, and fewer farm workers. 
A million farms disappeared during the last twenty 
years and some five million people moved from 
farms into towns and cities in the last ten years. 
But if today, the farms are fewer in number, they 
are also larger and more productive. Hence the 
people who own them are richer. 

Family farms which averaged 173 acres in 1940 
now average about 200 acres. Farm wealth has been 
built up by increasing yields as well as acreage, by 
greater mechanization, electrification and improved 
farm technology. And a paternalistic Government 
has seen to it that farmers have no longer to worry 
about prices. Thus it is said, and not without justi- 
fication, that the farm market is the only insured 
market in the country—guaranteed in effect by the 
U.S. Government. 

The story of American agriculture’s progress, 
both financially and technologically, is quite im- 
pressive. Today’s farmer produces more farm prod- 
ucts in an hour than at any time in history. Whereas 
a relatively few years ago, a corn harvest required 
ten weeks, it can now be gathered in one or two 
weeks by using modern machinery and equipment. 
Through extensive use of fertilizer and modern cul- 
tivating machinery, yields have increased by leaps 
and bounds. Whereas some eleven years ago, only 
11% of the nation’s farms were electrified, it is 
estimated that almost 90% of the farms now have 
electric power. 

All this explains to a large extent the tremendous 
rise in farm income and agricultural assets. The 
latter are currently put at more than $134 billion, 
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Balance Sheet of Agricultur 


~ debt, real estate rose 89% to $63.5 billion and nonf 
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real estate assets—livestock, machinery, etc.—aifinteres 


a rise of about $7 billion in one year and two an 
a half times what they were in 1940. During thy 
ten-year span, farm mortgage indebtedness droppe 
18% to $5.4 billion. Liquid assets in the form @ 
cash, bank deposits and savings bonds held by farm 
ers rose over $15 billion and on January 1, 195i 
were estimated at $19.5 billion. During the sam 
decade, and in the face of a decline in farm mortgag: 


vanced even more impressively. eceipt 
Thus the value of livestock on farms last year waj?.4 bi 
put at $13.2 billion against $5.1 billion in 1940, ja majc 


rise of 157%. And illustrative of the rapidly grow,postwa 
ing mechanization of the farming process, the ne Whe 
value of machinery and motor vehicles—after defied 1 
preciation—advanced fully 358%—from $3.1 billiqj§l7.8 | 
in 1940 to $14.2 billion in 1950. h su 

Between 1949 and 1950 alone, farmers added $2i{1950— 
billion to the net value of machinery and motorjear it 
vehicles they owned. Actual purchases between 194{if farn 
and 1950 came to $3.9 billion, and the scare buyingione 1 
following the Korean outbreak doubtless has furthe} Jn t 
swelled such investments. Teceip 

Against total farm assets on January 1, 1950, o 
$127 billion, up 186% from 1940, stood liabilitia 
of only $12.3, a rise of 23% from 1940, leaving née 
_ assets at $114.7 billion or a gain of 162% ove 

Rising prices, of course, had much to do with 
this enormous improvement. To get a truer pictur 
of agriculture’s real progress, let’s look at its balance 
sheet in terms of 1940 prices. In such terms, ani 
over the 1940-50 period, total assets rose 43%, lia 
- 23% and net assets (or farmers’ equities) 

/O+« H 





Higher Prices for Farm Real Estate 


This is still a good showing but there are some 
interesting sidelights. One of them is that highel} % 
real estate prices were mainly responsible for a ™ 
increase in the value of farm real estate from $3!) '" 
billion in 1940 to $64 billion in 1950. And by far} 
the larger part of the gain in other physical assets) 
was also due to higher prices. As it is, only about 
$6 billion of the higher valuation of 1950 was the} 
result of enlarged physical inventories, especialli| Re 
— and motor vehicles, and household equip} N 
ment. 

Similarly, while financial assets between 194)! 
and 1950 advanced by some $17 billion, this is not} 
so large a gain in purchasing power as the increast} 
may suggest, considering the higher prices farmer‘) 
now pay. For example, the $14 billion of deposits! 
and currency available in 1950 was 314 times the 
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pillion held in 1940. Yet because of the higher 
ices of 1950, the $14 billion would buy only 134, 
mes as much as the $4 billion of 1940. Inflation, 
other words, has greatly helped to swell farm as- 
3 but there has also been substantial and genuine 
ogress and improvement in agriculture’s position 
indicated by a 47% gain in net assets—even in 
rms of 1940 prices. In similar terms, significantly, 
e net value of machinery and motor vehicles has 
ore than doubled, indicative of real progress in 
rm mechanization and electrification. 
Agriculture, it can be said, has been well able to 
ep ahead of inflation—thanks to bountiful crops 
nd guaranteed high prices. This is made clear by 
etrend of farm income as well as the rise in farm 
sets—the latter directly related to the income trend. 
nd the outlook for farm income is bright indeed, 
st as farm income in postwar years has been high, 
ough variable. 

"The peak occurred in 1948 when cash receipts 
1, 195\ffom farm marketings reached an all-time high of 
he sampp0.5 billion. It dropped to $28.1 billion in 1949 and 
nortgag@e7.9 bilion in 1950 but in 1951 is due for a tremen- 
and nonous leap that may well result in a new record. It’s 
etc.—aifinteresting to know, by way of comparison, that cash 
eceipts during the years 1938-41 averaged only 
rear waey.4 billion; again, of course, price inflation played 
1940, 4a major role in pushing the figure up to the high 
ly growpostwar totals. 

the nef When it comes to farm net income, that is rea- 
fter deflzed net income by farm operators, the record of 
L Dilliq(§l7.8 billion occurred in 1947. This figure declined 
in subsequent years and was about $13 billion in 
ded $2,1950-the reason being sharply higher costs—but this 
1 motolyear it may come close to the 1947 peak, particularly 
en 194iif farmers do as well in the second half as they have 
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year ago, with the bulk of gain in income from live- 
stock which soared 25% above last year. Though this 
increase in farm receipts is offset in part by a 13% 
rise in the cost of goods and services purchased for 
farm use, it still leaves the farmer considerably bet- 
ter off than last year. What’s more, bumper crops 
are ahead and prices should remain at high levels. 

Latest crop estimates indicate that farmers have 
planted more land to crops than in any other year 
since 1933 and that yields per acre promise to be 
comparable with the best in recent years. In large 
measure, the heavier plantings were in direct re- 
sponse to Government requests for expanded acre- 
age. A case in point is cotton, for which a near- 
record crop of 1714 million bales is forecast, com- 
pared with last year’s small harvest of only ten mil- 
lion bales. The Government had appealed for a crop 
of at least 16 million bales to replenish stocks cut 
low by the defense program and heavy export de- 
mands. Apparently it will get substantially more than 
it asked for, thus was able to promptly ease export 
limitations imposed last winter when a severe cotton 
shortage threatened. 

Corn and other grain crops should likewise be 
high, with the corn crop at an estimated 3.3 billion 
bushels, third largest in history. Generally, demand 
for farm products is expected to increase as con- 
sumer incomes rise and as the armed forces, which 
place proportionately larger emphasis on meat pur- 
chases, dip into normal consumer supplies. More- 
over there is said to be some possibility that foreign 
grain purchases in the U. S. will increase later in the 
year. 

All of which augurs well for an even sharper rise 
in second half farm income than occurred during 
the first half. Though cost of production will prob- 




















































































- buyingidone in the first. ably be from 10% to 15% higher in 1951 than in 
furthe}| In the first seven months of 1951, farmers’ cash 1950, farm net income may advance as much as 
eceipts climbed to $15.4 billion, up 17% from a 30% according to some. (Please turn to page 575) 
1950, of 
abilities —— a — ara enema 
gh Comparative Balance Sheet of Agriculture, United States, January 1, 1940, 1945, 1946, 1949, and 1950 
1 /O 
Net Change 
lo with ITEM 1940 1945 1946 1949 1950 1940-50 1949-50 
picture 
balance ASSETS Million Million Million Million Million 
ns. ani Physical assets: dollars dollars dollars dollars dollars Percent Percent 
%, lig. Real estate cecsvsvssseeese $33,642 $46,389 $52,114 $ 65,168 $ 63,127 + 89 —3 
juities) Non-real-estate: 
IMR ore re Mey gee Tens cet eset 5,133 9,012 9,742 14,657 13,211 + 157 —10 
Machinery and motor vehicles.......... 3,118 6,114 6,073 11,683 14,280 + 358 +22 
Crops, stored on and off farm® 2,645 6,396 6,030 8,417 7,823 + 196 —7 
Household furnishings and equipment?.............. 4,275 4,232 4,415 6,000 6500 + 52 +8 
e some Financial assets: 
higher} RE PIESSARSROATVGET COREE 8023550 se os Soh 2s a0 ae dyna tebe sh adtantolta asses yphstenwatade 3,900 10,800 13,500 14,800 14,300 + 267 — 3 
for aj RE IOICA Pe RENPINE SERGI iNeE Se NESTED 255/26 cocker o2ses) cadasensAsdoesasvee sosactaesesndeeaee 249 3,714 4,498 5,025 5,250 -+2,008 + 4 
ym $34 NIEVOSNIITTTS? EP COM UR CURGOS (2 c525 cc 2< sec sces can rescancscitvesvasadasscussvertectowege 826 1,264 1,437 2,041 2,205 + 167 + 8 
by far 0 SR Te CON Se ae ne a ETN $53,788 $87,921 $97,809 $127,791 $127,096 + 136 —1 
assets 
- about CLAIMS 
AS thel liabilities: 
ecially} Breas I ONCHEMND CRN MLE ook Tae, vn os eer ede aan ay Soe $ 6,586 $ 4,933 $4682 $ 5,108 $ 5,413 — 18 + 6 
equip-| Non-real-estate debt: 
i To principal institutions: 
1940) Excluding loans held or guaranteed by Commodity Credit Corp. 1,504 1,622 1,671 2,714 2838 + 89 +5 
is not! Loans held or guaranteed by Commodity Credit Corp............... 445 683 277 1,152 1,719 + 286 +49 
crease! NCCRRIIGUS” oe vecdei cq candscecoscaisuscdescsssthesietsdcacusncsvecncsaucoute cas ascsdcsbeniessevaeess 1,500 1,100 1,200 2,200 2,400 + £60 
rmers| INCRE URCNUINRADOD ooo co See ssnccacs os iy edcnccnn sc rascecsuscdosninncsncccedasstesteceeens $10,035 $8338 $7,830 $11,174 $12,370 + 23 
posits 
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CONGRESSIONAL circles still are pondering the im- 
plications of the sudden divorce after many years of 
honeymooning which has split apart the American 
Federation of Labor and the farmers as represented 
in the American Farm Bureau Federation and the 





WASHINGTON SEES: 


A “pension grab” of huge proportions—not so 
much in its immediate effect as in its future opera- 
tion—has been halted by Presidential vetoes.. Fail- 
ure of congress to override can be attributed to 
either of two things: 1). The legislators did not 
realize the consequences they were inviting when 
they passed the bill in the first place. 2). There is 
growing appreciation of the fact that a militarized 
nation must recognize limits of liberality in treat- 
ment of veterans and their dependents beyond 
which it cannot go. 

The bills rejected by Mr. Truman seemed innocu- 
ous. One world approximately double pension rates 
for nonservice-connected disabilities; the second 
would strike out the dependency requirement for 
widows of servicemen of the Civil War, Indian 
War, and Spanish-American War. The argument 
was made in behalf of the pension increase that 
inflation requires it; with respect to the widows, 
that they are so few in number that the cost would 
be insignificant. 

The President's veto message and its acceptance, 
appear to have established a new yardstick in 
treatment of vet benefits—“limited to meeting those 
special and unique problems which arise directly 
from military service.” 

Aside from the fact that the non-dependent 
widow is not a readily ascertainable numerical 
quantity (only recently, the widow of a veteran of 
the War of 1812 went off the rolls through death), 
in a day when every able-bodied young man can 
look forward to being in uniform, at least for 
training, the prospective costs loom astronomical. 














& §LABOR—FARM BLOC SPLIT 


By E. K. T. 


National Grange. The labor organization, the moving 


party, claimed incompatability: “We can no longer 
appease groups that have swung to the side of reac- 
tion in national affairs.” Furthermore, suggested 
AFL, the farmers have been “making passes”’ at the 
U. S. Chamber of Commerce, and NAM, neglecting 
the great family of farm workers. Base of the com- 
on is the charge the farm groups back anti-labor 
ills. 


FALLING OUT of the two powerful groups is another 
by-product of the long and embattled legislative dis- 
cussion of the Defense Production Act. On the issue 
of ceiling prices, the agricultural bodies were, indeed, 
as far apart from organized labor as was the Cham- 
ber or the NAM. And this opposition was interpreted 
by AFL as “seeking punitive anti-labor legislation.” 
The farm bureau did nothing to calm labor. It’s reply 
was a barbed reminder that it favors laws benefiting 
the public as a whole, not a select class. The Grange 
was almost as blunt: “We follow no group in policy 
determination.” 


TARGET for enactment of the new tax law is Oct. 1, 
which is clear indication that senate and house lead- 
ers are making allowances for probably fights and 
return to the separate houses of the compromises 
which will be -worked out by conferees. The date 
may be missed, but the leadership is hopeful that it 
can be achieved, if for no other reason than to avoid 
retroactive taxation. The senate’s finance committee 
made it clear the house indorsement of a 7.2 billion 
dollar hike won’t be acceptable. The economy-minded 
senators will aim at 5 billion dollars, probably will 
settle for one more billion. 


SIGNIFICANT in appraising the future of railroad rate 
treatment by the Interstate Commerce Commission 
was the regulatory body’s not too subtle comment 
in the written decision approving a rate boost from 
6 to 9 per cent for territory east of the Mississippi, 
north of the Ohio and Potomac Rivers. The roads 
had asked 15 per cent but even with one-half the ask- 
ing amount should increase their revenues more than 
half a billion dollars. ICC gave grudgingly, observing 
that times of national defense emergency “warrant 
a degree of liberality not otherwise to be taken into 
account.” 
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Whatever other impact on the defense economy 
the "liberalized" policy of the Wage Stabilization Board 
may have, it is certain that the new provisions will tend 
to cut down strikes and other forms of work stoppages. 
AA YW) Under the new scheme, cost-of-living clauses in effect when 

2 the general wage freeze was imposed, stay in effect; labor 
and management from this point on may write similar 
agreements into their contracts or otherwise provide that 

7 / the pay envelope shall follow the upsweep of living costs. 
GC. GC Labor was becoming restive over the prospect of losing this 
contractual benefit ; on the other hand it would have been 
injudicious to revive the written clauses, deny other 


Press workmen similar assistance. 


The issue actually hadn't blossomed into open 
labor-management warfare. The 10 per cent increase which 
was permissible under the earlier WSB directives had just 
about taken care of living cost rises since the first of the 
year. But the spiral is continuing upward and employes 
were framing demands for talks leading to launching the next round. Tying prospective 
boosts to arithmetical formulae, i.e. provable increases in the cost of living, can check- 
rein inflation. It appears to be WSB's determination that such shall be the base, instead 
of the historical what-the-traffic-will-bear. 




































































Stockpile procurement may not have been the least satisfactory aspect of the 
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criticized. So it is possible, at least it is the aspiration of the White House, that 
one-man administration of the program will correct the situation, allay the attacks. 
Unfortunately, the administrator, Jess Larson, found himself under investigation 
before he went into high gear: congressmen wanted to know why he has purchased So many 
desks. His answer will satisfy the critics when the need is cited, the wisdom of going 
into a buyer's market is translated into money savings for the government. 

















The setup is not yet ideal. Larson does not have complete management over 
procurement, may even find himself being bid against by another federal agency. RFC 
still handles foreign procurement activities, And he is not absolute in the field of 
policy, either. He must be guided by sights fixed by the Munitions Board. And those 
Sights, many complain, haven't been high enough; at any rate only one-third of the 8 
billion dollar goal has been attained. Launching the new method, the senate preparedness 
committee is considering an inquiry — not an investigation -- to see whether the job 
is being done as well as conditions allow, whether further concentration of control 
in Larson is desirable. 
































Government in the United States has become a $l-a-day cost item. The Department 
of Commerce found total tax collections for 1950 standing at $360 a year or each person 
inthe country. Naturally that's an all-time high. Surprisingly, Washington wasn't 
as much to blame for the dubious distinction of a record tax yield; federal incomes 
were up slightly, state and local tax collectors did a booming business. Nonetheless, 
federal operations were the most costly, requiring 63 per cent of the total "take" 
of $54,626,000,000. States collected 14 per cent, local governments took 23 per cent 


of the aggregate yield. 





























Food processing and distributing industries are about to be put on the 
griddle; two griddles in fact — Department of Justice and Federal Trade Commission. 
A house agriculture subcommittee has completed a study of the spreads in food prices, 
finds "the greatest need for vigilance," and has turned the job of being vigilant 
over to the two federal agencies. Meanwhile, the 22 senators who made a two-year 
investigation, have told the senate they'd like to go into an investigation of production 
costs and retail sales prices in clothing and fuel. An appropriation will be needed 























AUGUST 25, 1951 549 











put this type of money bill can be speeded through without hearings if the solons so desire, 


There is a transparent plot in this program, to bolster price control 
legislation and enforcement through the medium of a continuing probe highlighting 
the performances of the two targets — processors and handlers — and carefully excluding 
the producers from irritations. The farmers have many friends in congress, those who 
prepare the food for market or who deal direct with the consumer aren't politically 
potent and their circle of friends in the Capitol is of matching strength. The committee 
report turns the heat on the latter group: "They take advantage of every opportunity 
to increase or maintain their prices; they raise prices to reflect not only the rise 
(in raw materials cost), but in many cases even wider margins for themselves." 












































One of the few industries which has consistently lowered its fees — 
AT&T, with respect to long distance charges — is to be "studied" once more by the 
Federal Communications Commission. Hearings begin in October. Greater volume of 
business and improved mechanical equipment have made it possible to cut the rates 
on "toll calls"; FCC wants to find whether additional slashes aren't warranted. Local 
service has followed the general pattern, forced by labor and other costs — upped 
monthly rates. AT&T has some supporters in congress who are counselling FCC against 
shortsighted action. They're reminding that thinning revenues from long distance 
service merely means further boosts on local billings. 





























Exposure of scandals in collegiate sports — and this came even before the 
West Point cribbing revelation with resultant cadet expulsions — has incited the 
Railway Unions to a burst of righteous indignation. The unions, some of them subjected 
in the past to harsh condemnation themselves, propose an effective, if drastic, 
method of ending the abuses: Says "Labor," their newspaper spokesman: "Anyone who 
corrupts boys' morals should be hanged without any ceremony." Latest reports from police 
and congressional investigators indicate that the problem will be solved with less 
direct approaches. 



































After alternately pleading and demanding that Washington bureaus cut down 
on personnel, congress has abandoned that approach and has taken the direct route, 
cut payroll appropriations. The Department of Agriculture must get rid of about 2,000 
payrollers to remain within its budget. Already quit notices are being clipped onto 
monthly checks and the employees are going -- many of them to defense payrolls! 

The Federal Housing Administration is going to lose about 15 per cent of its staff 
via the same process. That's hard for FHA to take for here is a government agency that 
makes a profit! 
































While cutting the staffs "downtown," congress is likely to increase its 
own substantially. There can be little doubt of the need. The appropriations committee 
which is presumed to explore the justification for every cent of the billions of dollars 
expenditure it approves each year, has a staff of 15 persons. House members rely on 
them for detailed analysis of material which could hardly be read, let alone analyzed, 
in the allotted time. The armed services committee has four staff experts examining 
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discovery of 1 per cent error would save the taxpayers 560 million dollars. That would 
pay a good-sized staff of experts. 
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proof. The pledge was informally made to a press conference and it was hedged with 
almost as many escapes as Calvin Coolidge thought he had provided when he didn't 

"choose" to run. His former cockiness re-asserting itself, Mr. Truman in the role of 
probable nominee says he hopes Senator Taft will be the GOP choice. Which is reminiscent 
of Wendell Willkie's comment when it was thought FDR might not run for re-election: 


"I want to meet The Champ!" He did. 
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“Six years of Socialist Gov- 
ernnent have hit us harder 
in our finance and economics 
than Hitler was able to do. 
No Government in our his- 
tory had spent money to the 
vast extent and in the reckless manner like our pres- 
ent rulers. Almost every year we had some new 
crisis. Now this year we are heading for another. 
... The main reason for the fall in the buying power 
of our money at home and still more abroad was not 
Korea but devaluation. But devaluation did not come 
by itself. It forced itself upon our Socialist “masters”’ 
by years of grotesque, reckless squandering of our 
treasures and resources. ... Show me the national- 
ized industry which has not become a burden on the 
public either as taxpayers or consumers or both .. 
and now our Socialist Utopians—our Nationalisation- 
ists—are getting fed back with their own tail in 
Pore...” 


v » above passages, as anyone will immediately 
recognize from the forceful and picturesque lan- 
guage, were taken from the thundering speech of 
Mr. Winston Churchill in mid-July this year. They 
may have a politician’s slant, but unfortunately they 
are full of truth. Britain is facing another crisis, the 
third one in six years. 

The first one, as will be recalled, followed the 
short-lived convertibility of the pound sterling in the 
summer of 1947; by that time Britain spent most of 
the $334, billion American loan, but was helped out 
by the Marshall Plan the following Spring. The 
second crisis, brought about by the inability, and 
perhaps unwillingness, of Britain to curtail the dis- 
posable purchasing power at home and close the 
dollar gap, ended in the devaluation of the pound 
sterling. 

And now the clouds of a third economic storm are 
gathering. The causes are not difficult to diagnose. 
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 BRITAIN’S 
New Economic Crisis 


By V. L. HOROTH 








The malaise has every ap- 
pearance of being chronic. 
The British try to accom- 
plish too much. Just as in the 
immediate post-war period 
when they tried to rebuild 
the country, to expand their 
industries, to raise the stand- 
ard of living, and to enjoy all 
the benefits of the security of a welfare state all at 
the same time, so now they are trying to rearm the 
country, to maintain their exports, to retain the 
standard of living and the welfare state as well. 

As planned by the Labor Party’s brain-trusters, 
these magnificent efforts work well on the paper, but 
gray reality has found out the old British over- 
optimism. The problem is two-fold: (1) The gap in 
international payments is turning out to be consid- 
erably larger than expected, owing to a steep rise in 
the cost of imports. (2) The innocuous government 
measures have failed to prevent a rise in disposable 
incomes, with the result that “too much money is 
again chasing too few goods” and that the goods that 
should have been exported are once more syphoned 
into the domestic market. 


Outworn Panaceas 


Meanwhile the Labor Party, no longer as eager as 
in the past to reconstruct society, discouraged, and 
divided within itself, has responded with the same 
old cliche—more controls and more restrictions. Not 
satisfied with that, the socialist planners whose cal- 
culations have been proved wrong, are doing their 
best to penalize enterprise and efficiency which the 
situation demands more than ever before—if the 
rearmament program is to be pushed throuch with 
any vigor. At the end of their wits, and their backs 
against the wall. the Laborites are doing their best. 
in the words of the London Economist. to foment 
“cold class war” at a time when the defense of the 
country against the Kremlin should have been the 
first consideration. 

A vear ago, at the time of the outbreak of the 


551 














Korean war, the British were pretty confident that 
the worst was behind them. The overall international 
payments showed a surplus, and the gap in the 
accounts with the dollar area seemed to have been 
reduced to a manageable size, largely because of a 
cut in imports from the dollar area. The re-emerg- 
ence of a triangular pattern in international ex- 
change of goods, along prewar lines, was also help- 
ful. It enabled Great Britain to earn dollars from 
Latin America and Continental Europe. 

The great spurt in stockpiling, rearmament re- 
quirements, and the scarce buying on the part of the 
public have led in Great Britain, as elsewhere, to a 
deterioration in international payments. This was 
something not unexpected under the circumstances. 
In planning the country’s economic activities under 
the impact of rearmament, the Labor Party prophets 
anticipated this situation: Allowing for a 30% rise 
in prices and increased requirements of raw mate- 
rials for armaments, the cost of imports would be 
raised from £2,350 million in 1950 to some £3,200 
million in 1951. After applying against the latter 
amount the “invisible earnings’—net income from 
shipping, dividends, interest, etc.-which were ex- 
pected to increase to about £450 million, a gap of 
£2,750 million could remain to be covered by mer- 
chandise exports. The 1950 exports were £2,250 mil- 
lion. With a rise of some £300-£400 million in her 
exports, it was thought that Britain would “muddle 
through” without too much pressure on her inter- 
national payments position. 

However, these calculations have proved to be 
completely unrealistic. The rise in the cost of imports 
during the first post-Korean year was not 30%, but 
close to 45%. With British factories producing goods 
at a rate some 50% above prewar, and consumers 
eager to set aside a few extra supplies, imports shot 
up to an annual rate of some £3,400 million (f.o0.b. 
basis). Since the anticipated rise in “invisible” earn- 
ings has been disappointing, the gap to be covered 
by merchandise exports will not be £2,750 million, 
but probablv in excess of £3,000 million. and possibly 
more depending upon the outcome of the present 
negotiations with the Iranian Government. 

A complete loss of Iranian oil would mean the 
“shelling out” of an extra £100 million for Western 
Hemisphere oil. Exports are currently running at an 
annual rate of about £2,600 million. This explains 
the exhortation on the part of the Chancellor of the 


Exchequer, Mr. Gaitskell, last month that during the 
second half of the year, exports must be increased py 
at least £300 million or 25 per cent above the current 
rate if a serious payments crisis 1s to be averted. 

Since more than half of the current gap in inter. 
national payments is with the dollar area, the British 
Treasury is reported to be preparing measures for 4 
new cutback in imports from the United States. The 
British may also request the resumption of Marshall 
Plan Aid, discontinued early this year, and the post. 
ponement of the first installment on the 1946 loan of 
$119 million, due December 31, 1951. However, some 
relief is around the corner as a result of the recent 
decline of commodity prices. The prices paid for im- 
ports leveled off in June, and since the prices of ex. 
ports continue to rise, there is currently a slight 
improvement in the terms of trade. 


“Overseas” Areas Doing Better 


One reason why this serious deterioration in Brit- 
ain’s international payments has attracted so little 
attention is the fact that the overseas sterling area- 
Australia, Malaya, Ceylon, India, South Africa, the 
Rhodesias, etc.—which has a common “house keep. 
ing’ system in respect to gold and dollar expenses, 
has been doing extremely well. It is estimated that 
last winter, while prices were high and the scramble 
for rubber, tin, cocoa, sisal, jute, burlap, and above 
all wool, was going on, the overseas sterling area 
countries were earning gold and dollars at an annual 
rate better than $2 billion. 

This explains why the sterling area gold and dol- 
lar resources in London increased from $2.4 billion 
in June 1950 to $3.9 billion in June 1951—in the face 
of Britain’s difficulties. The cost to Britain of this 
development was an increase of some £500 million to 
a new high of £3,500 million in the London balances 
of the overseas sterling area countries. 

However, during the last three or four months, the 
earnings of the overseas sterling area countries have 
been declining, partly because of consumer resis- 
tance all over the world to high prices and partly 
because the United States stopned stockpiling such 
commodities as rubber and tin. Moreover, prices gen- 
erally are down, the post-Korean price bulge being 
nearly wiped out in many commodities. 

What’s more, the overseas sterling area countries 
are now demanding that they be allowed to use some 
of the dollars and gold which they contributed last 

winter to the common pool for the 





















































= = —————1| purchase of a wide range of capital 
Britain’s Balance of Payments on Current Account and consumer goods. They are within 
(in millions of pound sterling) their rights, and though London 
sealed ite a would like them to hold on to thelr 
1949 1950 Anticipated wie sterling balances until British exports 
ommmeenaene —— — — —_—_—— can be expanded, it has had to give in 
Imports as reported 2,274 2,602 3,550 3,800 and relax somewhat the restrictions 
Imports (f.0.b. basis)! 1,971 2,374 3,200 3,450 on imports from the dollar area. As 2 
Exports 1,818 2,221 2,650 2.600 result there has been a growing out- 
leila — ms ”s — flow of dollars from the sterling area 
Shieh dont) + 83 4401 gold and dollar pool which is being 
Interest & dividends (net) + 87 4122 described as “fa new dollar drain’. 
Other Items + 13 +149 The whole problem is to be discussed 
isi 4.450 4.4002. at a conference of the sterling area 
Invisible balance +183 +382, +450 +400" niin ts tn ek Ge Washington 

Cap (—) surplus (+) + 30 +229 —100 —450 next month. 





1_Reported imports less 10-12% conventional adjustment for transportation costs; 


2—First six months of 1951 on an anual basis; 


3—Estimated. 
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The point is that in the present cir- 











sterling area system. Signs are in- 
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cumstances it is not at all safe to take 
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creasing that the sterling area members will balk 
at accumulating sterling balances “‘without limit 
or hope of having them cashed in goods”. Dr. Roy 
Harrod, one of tne leading British economists of 
the day, has this to say in a recent issue of the 
London Financial Times: 

“Our present situation is complicated by two 
fatal mistakes recently made. The first was not 
taking good steps in time, particularly in regard 
to sterling balances, to prevent a situation in 
which devaluation was forced upon us, with all its 
woeful consequences. Secondly, in 1950, as soon 
as the authorities felt the impact of an improving 
dollar position, they should have relaxed restric- 
tions on dollar imports and asked members of the 
outer sterling area to do the same. We should then 
not only have acquired stocks of materials at bet- 
ter prices than we can now but—just as important 
—we should have avoided the premature accumula- 
tion of those new sterling valances ... which make 
our problem so difficult now; and above all, we 
should still be enjoying Marshall Aid.” 

The purchasing power of the peoples all over the 
world has increased enough during the past year 
to enable great Britain to export during the second 
half of 1951 £1,600 million worth of goods instead 
of the current £1,300 million] even in the face of 
renewed Japanese and German competition. The 
kernel of the problem is: Can Britain scrape to- 
— enough goods to export this extra £300 
million. 


Coal and Steel Bottlenecks 


The first hurdle that must be overcome are the 

bottlenecks in coal and steel production. According 
to Chancellor Gaitskell himself, the biggest check to 
a further expansion of Britain’s industrial produc- 
tion now producing about 50% more goods than 
before the war, is the shortage of steel. Britain needs 
more important ore and granted that, more ore car- 
riers. She is also short of scrap. Coal is another 
bottleneck. Though the output has been expanding 
some, it has not expanded enough to meet rising 
home consumption and industrial requirements. Coal 
exports have fallen off, and if it were not for the 
shipping shortage, Britain would probably be im- 
porting coal from this country. 
_ The point is that the nationalized coal industry 
is simply unable to raise its output. Mr. Hugh 
Gaitskell has been appealing to miners for more pro- 
duction: ‘““‘We have simply got somehow or another 
to produce more coal, and we have also got to find 
means of reducing home consumption” he cried in 
the July 26 speech. There will be fewer heated rooms 
in Britain this winter and electricity shortages worse 
since the black 1947 winter are expected. Yet the 
miners’ union in one area after another are rejecting 
the appeal of the socialist union leadership to work 
on Saturdays. 

The second hurdle that has to be cleared if exports 
are to be expanded, is the curtailment of domestic 
expenditures. The rise in disposable income of the 
British people has been at a rate of about £60 million 
a month due to a number of causes: (1) increased 
armament expenditures, (2) flight into goods follow- 
ing the outbreak of the Korean war, and (3) the rise 
in prices. The Government measures to prevent pub- 
lic spending from expanding have not been too suc- 
cessful. An attempt has been made to restrict bank 
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credit, and the Government has tightened the con- 
trol over prices and the distribution of available 
raw materials. 

It was hoped that the inflationary “‘water” could 
be squeezed out by the simple expedient of allowing 
prices to rise faster than wages, but the London 
Financial Times reports that “this scheme is not 
working, for the simple reason that wages have 
taken a leap forward.” Since last November, accord- 
ing to the Times, over 10 million workers included 
in the Ministry of Labour’s figures have received 
wage increases totalling nearly £200 million a year. 
This, however, takes the story only as far as May. 
Since then, there have been more increases for 
workers in wool, textile, jute, tobacco, rubber manu- 
facturing and other trades. As a whole, average 
wage rates have not risen as fast as the cost of living, 
but a fresh round of increases has been heralded in 
the series of annual trade union conferences held 
recently. 


Dividend Curb—A Sop to the Workers 


As a “tactical diversion’”—to make a possible wage 
freeze more palatable to the workers who are restive 
because of rising living costs—the Chancellor came 
out with a scheme for the control of corporate divi- 
dends. The scheme which Parliament will discuss 
this Fall would probably be completely ineffective 
as a measure for restraining domestic spending—and 
thes Government knows it. However, it can do untold 
damage in the way of impeding the flow of new 
capital into industry. 

It throws another obstacle in the way of the busi- 
nessman whom the Government has the effrontery 
to ask in the same breath to do his “utmost” in push- 
ing exports. Nobody seems to know how the scheme 
is to operate. Apparently a company’s annual divi- 
dents for the next three years are to be limited to 
the average of the amounts distributed during the 
last two accounting periods prior to July 27, 1951. 
Companies that have paid no dividends, or an ab- 
normally low rate, may pay 5° on paid-up share 
cap tal. 

If Britain’s internal inflation is to be held in check 
and if the export drive is to be successful, something 
more than the usual (Pelase turn to page 581) 


553 

















Uh 
































SFpn, 
. Fg 
3 oo Ti 5 
F ~ ; - 
(met. 
“ 
QD we 
es sees Dal, 
— a -? 
‘al 
—O 4 
am q 














ai — AON <a <a ‘= 


1951 Midyear Gumentut of 


Values, Earnings and Dividend Forecasts 
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Prospects and Ratings for Motors, Motor Accessories, Electrical Equipments 
Specialty and Unclassified Stocks 


Part Ill 


by : he prospect of an end of hostilities in Korea 
and uncertainty as to the impacts of such an event 
on the economy has created a good deal of confusion 
in the minds of many businessmen and investors. 
They wonder whether defense spending, the most 
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dynamic factor in the economy today, will continue 
according to schedule or whether there will be a 
slowdown in the rearmament tempo, or even a re- 
duction in total outlays now contemplated. They 
wonder what may happen to controls, to prices and 
wages, whether current restrictions will be retained, 
relaxed or removed. And of particular importance to 
shareholders, they wonder about taxes—whether the 
stiff House-approved boosts will become law or 
whether final tax increases will be less. 

Despite almost daily reiterations by official spokes- 
men that a cease-fire in Korea will make no differ- 
ence to defense plans, there is widespread conviction 
that in the absence of a shooting war, defense will 
lose steam with resultant profound repercussions. 
Securities and commodity markets have been re- 
flecting this thought. 

To assist our readers in arriving at sound invest- 
ment decisions under the conditions likely to prevail, 
and in realigning their policies with the selectivity 
dictated by varying industry prospects in the months 
ahead, The Magazine of Wall Street in addition to 
its regular coverage of important developments at 
this time presents its Mid-Year Security Re-apprais- 
als and Dividend Forecasts with particular emphasis 
on new trends likely to shape up, including a possible 
temporary dip in business, a halt in inflation and a 
veering towards moderate deflation under the im- 
pact of new trends in consumer buying and mainte- 
nance of relatively large civilian goods production. 

The key to our ratings of investment quality and 
current earnings trends of the individual stocks—the 
last column in the tables preceding our comments- 
is as follows: A+, Top Quality; A, High Grade; B, 
Good; C+, Fair; C, Marginal. The accompanying 
numerals indicate current earnings trends thus: 1- 
Upward; 2—Steady; 3—Downward. For example, 
Al denotes a stock of high grade investment quality 
with an upward earnings trend. 

Stocks marked with a “W” in the tabulation are 
recommended for income return. Issues regarded as 
having above average appreciation potentials are 
denoted by the letter “X.” Purchases for apprecia- 


tion should of course be timed with the trend and | 


investment advice presented in the A. T. Miller 
market analysis in every issue of this publication. 
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By GEORGE L. MERTON 


je the automobile industry is faced 
with an acute two-pronged problem. First, and prob- 
ably most important, the public isn’t buying auto- 
mobiles at the rate they used to buy, and secondly, 
profits from defense work are not materializing fast 
enough to fill the income gap created by lethargic 
car buying. 

The root of this trouble is the industry’s shift from 
complete civilian production to part-military, part- 
civilian production. During the course of this shift, 
unemployment and uncertainty has been created 
among industrial workers with consequent reper- 
cussions on car buying in both the used and new car 
fields. Furthermore, high living costs have forced 
substantial numbers of persons out of the prospec- 
tive customer category, and others have already 
filled their personal transportation needs months 
ago when car shortage rumors were rampant. 

Coupled with the dull car market is the fact that 
presently no car shortage is in sight. As a matter of 
fact, the industry is plagued by a rising inventory 
of cars. So far this year, the auto builders have 
assembled 4,500,000 units and should this rate of 
production continue, it is conceivable that a total of 
6,650,000 units could be reached in 1951. Such an 
accomplishment would be in the face of required 
cutback and despite widely publicized materials 
shortages. Also, such a production total would rank 
next to 1950’s record-breaking total of 8,003,000 
vehicles and would top 1949’s high production by a 
half million units. 

The sales divisions of the industry hope that the 
news that the car-makers are currently discussing 
a 10% increase in prices wil act as a stimulant to 
possible buyers on the theory that purchases made 
now would avoid the price rise. So far, the only effect 
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has been increasing anxiety on the part of retail 
dealers. At the retail level, car dealers are aggres- 
sively trying all sorts of promotional schemes in 
order to spark customer interest. They are currently 
reported as offering substantial price concessions 
and where this practice is absent, generous trade-in 
allowances are the order of the day. Dealers protest 
that any price increase by the manufacturers could 
not possibly be passed along to an already disinter- 
ested buying public, but would merely cut dealer 
profits further. 

The high retail inventory has already clogged 
manufacturers pipelines and it is suspected that 
NPA cutback restrictions may not be entirely un- 
welcome. The National Production Authority has 
ruled that in the final three months of this year 
passenger car production must be slashed 100,000 
units below third quarter levels. In setting alloca- 
tions of steel, copper and aluminum for this year’s 
last quarter under the Controlled Materials Plan, the 
Government agency allocated only enough steel to 
automobile manufacturers to build an estimated 
1,100,000 passanger cars. Or, stated another way, 
the NPA will permit auto production in the final 
quarter of this year at 60% of the rate prevailing in 
the six months preceding the Korean War. Current 
production is at about 65% of the pre-Korean level. 
At the fourth quarter level of output fixed for pas- 
senger cars, production will be about 400,000 units 
below second quarter output. The restricted fourth 
quarter produc*on represents a 29% reduction 
from the production levels prevailing in 1950’s final 
quarter. 


Sharp Drop in Auto Output 


Recent weeks have seen a production slow-down 
to rates which, if extended through the fourth 
quarter, would indicate that the automobile industry 
may operate at even lower levels than the 1,100,000 
unit ceiling dictated by N.P.A. For example, com- 
paring the production of the week ended August 11 
with output for the previous week ended August 4, 
some notable drops can now easily be observed. 
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Total Chrysler production for the recent week came to 20,044 units in the August 11 week compared to 
to 22,843 units compared to 23,417 units put out in 338,538 units in the previous week, but Ford showed 
the prior week. General Motors cut back sharply little change with 20,786 (Please turn to page 581) 














Berne wae 








Statistical Position of Automobile and Truck Manufacturers 





First Half 1951 - — 1950 —__—_—_—__- 
Net Net Net Net Net Net H 
Sales Margin Per Sales Margin Per Recent Div. Div. Investment | 
($ mil.) (%) Share ($ mil.) (%) Share Price 1950 Yield Rating COMMENTS | 





° ° 9 __3 Full-year earnings are expected to} 
Chrysler $1,390.3 2.6% $4.11 $2,190.7 5.8% $14.69 $68 $9.75 14.3% B—3 in scnis to ee 
levels, but are expected to be suffi- | 
ciently large to suport a 1951 divi- | 
dend slightly better than the | 
$6.00 per share paid to date. | 
] Current year earnings are expected | 
to show marked gains over 1950) 
strike-depressed results. The $0.25 
quarterly dividend is expected to 
receive adequate earnings protec- 
tion. 

Kd J y 1951 profits are expected to correct 
oe — on . ti 1950’s deficit operations but the 
resumption of dividends does not 
appear likely for the balance of 

this year. 








DiamondT 227 2.0 1 277.1 1.2 7S 1.00 67 raul 








Federal Motor Truck 


Fruehauf Trailer 744 49 2.35 1277.7 68 5.591 27 2.00 6.2 B] Little change in profit results this| 
ar is expected compared to 


ye 
1950's $5.59 (adjusted) earnings 
per share. The $2.00 annual divi- 
dend however, was fully earned 
in this year’s first half. 














General Motors .......... 3,881.2 7.2 3.13. 7,531.0 11.1 9.381 49 475 12.2 B—3 Current year earnings will not 
measure up to 1950 results though 


the $1.00 quarterly dividend rate 
will probably be continued for the 
time being. 

Hudson Motor Car 102.3% 2.4 1.328 267.2 4.5 6.30 14 2.50 17.8 C—3 In view of the slow retail move- 
ment of Hudson car inventories and 
recurrent labor trouble this year, 
earnings will not measure up to 
1950 results but the regular $1.00 
annual dividend may not be im- 

; _ paired. 

Kaiser-Frazer 238.0 def. 7.91 5 C—3 No interim reports have been re- 
leased but it appears unlikely that 
current-year operations have been 
radically changed from 1950's de- 

| ficit operations placing dividends | 

— in a remote position. 

Mack Trucks 81.0 2.4 1.28 123.4 a4 93 16 C-+1 A beneficiary of semi-war condi- | ( 
tions, Mack’s profits are expected 
to show marked gains over last ~ 
year’s results. Further enlargement tive ] 


of the $0.75 dividend total paid 



































: ' : this year may be expected. are 
Nash Kelvinator 316.0- 4.0 2.93" 427.2 68 6.64 18 2.85 15.8 C—3 Current year earnings are expec- charg 
ted to fall considerably short of 

1950's $6.64 per share results but more 

the $0.50 quarterly dividend will le . 

tony es es e a. __most likely continue. atlor 


Packard Motor 108.9 4.4 .32 173.4 3.0 35 5 C2 An unwildly capitalization  miti- truck 
gates against impressive earnings T 

results but full-year 1950 earnings h 

have already been earned in this are s 

year’s first half alone. A small 

= to this oo divi- many 

end seems a possibility before . i 

the year-end. " r indus 














Reo Motors 57.0 = 3.57 S57 3.8 4.35 20 C-+1 Substantial strides in earning 
"power are expected for the current : 
year, making dividend resumption neces 
a ae Se ee Sees : an interesting possibility. break 
Studebaker 264.9 2.9 3.23 477.1 4.7 9.56 27 3.35 12.4 C—3 Even though this leading indepen- i 

dent has evidenced high consumer impo} 
acceptance current year profit re- panie 

sults are not likely to match those r 
of — pe te gs the $0.75) Wh 

quarterly dividend appears in no fa eheee 
immediate danger, having been scribe 
fully covered by first-half opera- indus 
Mae a ee _. pit —_——- tions. : 
Twin Coach : 15.6 3.1 89 15.6 2.3 50 10 C-+1 Current economic conditions are certal 
favorable to extension of the im- the Vv 
proved earnings trend noted in 
this year’s first quarter. Dividend there 
arrears on the $1.50 convertible ture. | 
; ae Ne. Te ne ee ae eee ee ee preferred block common dividends. e. 
White Motor 73:1 (3% 3.04 102.7. 4.1 6.14 27 1.60 5.9 B1 Despite higher tax burdens and other 
controlled economy restrictions cur- tarv ’ 
rent year profits are expected to i 
top the $6.14 earned per share in clvilig 
1950. Earnings may justify pay- * 
ment of extras above the $0.50 contir 
latest . ee - quarterly rate. metal 
54.8° 2.1 36° 107.9 1.5 a9 10 C+1 Earnings for this famous ‘Jeep’’ ce 
Se ane onpecten to advance the Sl 
materially this year but initiation j 
of dividends before the conclusion ductic 
of the fiscal year to end Sept. 30, For 

1951, seems doubtful. ° 
Serlou 


. Adjusted. (d) Deficit. been <« 
* 9 months ended June 30 3 Quarter ended March 31, 1951. Fa 
at . 
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The Re-Adjustments In The . . . 
Auto Accessory Industry 
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By H. F- TRAVIS 


I n determining the prospects for the automo- 
tive parts industry, it must be remembered that we 
are not dealing with one industry, with uniform 
characteristics, but with a whole series of industries, 
more or less tied together by their fundamental re- 
lationship to the parent industry, automobile and 
truck manufacturing. 

The variations in the automotive accessory group 
are so great, however, and their relationship, in 
many cases, so much identified with non-automotive 
industries in general that for a more or less detailed 
view of this enormously heterogenous industry, it is 
necessary, as will be done later in this analysis, to 
break the group into component sections. It is equally 
important to examine the position of individual com- 
panies within these subdivisions. 

While it is difficult, for the reasons given, to de- 
scribe the present and prospective situation in this 
industry in general terms, nevertheless there are 
certain features which are more or less common to 
the various members of the group. For example, 
there are now two prime determinants in the pic- 
ture. One is the traditional civilian demand, and the 
other is the ever-growing demand by the U. S. mili- 
tary authorities. In general, it may be stated that 
civilian production is now being affected and will 
continue to be affected by cut-backs due, first, to 
metals allocations and, second, parallel with this, 
the substitution of a large portion of normal pro- 
duction by increasing arms output. 

For some companies, this substitution has created 
serious conversion problems while for others it has 
been a boon since they have no problems of this sort, 
or at least they can convert without undue difficulty. 
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On the score of allocations, some companies which are suppliers to 
the airplane industry, do not face these problems, since their prod- 
ucts are highly essential to the defense effort; but others which are 
tied to a whole series of industries which are non-essential, such as 
television and household appliances, will be fortunate to secure a 
relatively modest supply of scarce metals. Steel, copper and aluminum 
are deemed scarcest in supply by the defense production authorities 






















































and will be doled out grudgingly to non-essential 
users. 

There are two other general statements that can 
be made concerning the outlook for automobile 
accessories. One is that there is a di- 
vergence in the conditons facing that 
section of the industry dependent on 
passenger car production and that sec- 
tion dependent on truck manufactur- 
ing. Combined passenger and truck 
output for 1951 is estimated at 6,500,- 
000 units, compared with about 8,000,- 
000 for the year previous. Of this, 
passenger car production will amount 
to 5,000,000 units. Cut-back orders 
have affected the passenger car divi- 
sion but not trucks, for the obvious 
reason that the latter are a prime 
military necessity. Therefore, sup- 
pliers to the truck industry are going 
to fare better than those in the passenger car field. 

The second point to be made is that as the year 
progresses, operating margins are going to be 
smaller. This is partly due to the natural confusion 
in the industry caused by the gradual changeover 
from civilian to military producton; to the impact of 
higher taxes and to the higher costs of materials and 
labor which are difficult to pass on, despite the Cape- 
hart amendment to the new Defense Act, which is 
supposed to allow for increased costs in petitions for 
higher prices. It also must be considered that while 
increased output for the military keeps the plants 
busy, the Government does not allow large per- 
centage profits on war work and has an annoying 
habit of cutting the agreed-upon profits through 
renegotiation. This proved to be quite an expensive 
business in World War II for many companies who 
found that their profits from war work were less 
than they had 
calculated, when 
the Federal ex- 
aminers”7 got 
looking at the 
books after the 
war. 

Coming to the 
earnings picture 
for the first half 
of the vear we 
find that the 
general trend 
toward an in- 

(Please turn 

to page 578) 
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Statistical Data on Leading Automobile Parts and Accessories Companies 














First Halt 1951 1950 , ; 
Net Net Net Net Net Net Invest- ’ 
| Sales Margin Per Sales Margin Per Recent Div. Div. ment 
: ($ Mil.) % Share ($ Mil.) % Share Price 1950 Yield Rating COMMENTS 
a 1 1 9 Up-s in demand for | 5 a 
American Bosch ...$ 29.4 47% $1.03 $356 7.0% $2.251 $14 $ .87 6.2% C+1 pe theo pod wea Tor 'U. gee How 


tary guarantees prolonged de- 
mand. Sales sharply up but taxes 
cut back net. Dividend change 





improbable. —_ 

Bendix Aviation ...................... 150.95 3.6 2.585 219.4 7.7 8.01 50 5.00 10.0 Bl Company benefiting greatly from Kels 
expanded aircraft program. Esti- 
xX mates for year ending Sept. 30 


are about $6.50 per share. Higher 
taxes cutting into profits. Regular 
dividend secure, plus extras. 





Bohn Alum. & Brass................ 25.5 39 2.80 39.8 4.5 5.05 35 1.25 3.6 B1 Company now shows full recov- 
ery in sales and earnings. Higher — 
taxes and operating costs, despite Mid 


greater sales, will hold earnings 
to last year’s level. New 50-cent 
quarterly safe. 


Borg-Warner 201.8 5.7 4.84 330.9 8.8 12.16 63 7.00 12:1 B3 Despite 3% increase in sales, net — 

income shows considerable de- Mot: 

w cline, though still very substantial, 

New automatic transmission im- 

portant potentially. Regular divi- 

dend safe but extras may be 
smaller. 


Bower Roller Bearing ............ Regs ess. 1.82 31.1 10.0 3.471 26 1751 68 B2 Company aided by active replace- 
w 














ment demand. Highly efficient op- 
erations a feature. 50-cent quar- 
terly well covered by earnings, 
Strong financial position. 


| Briggs Mfg. : 108.16 2.7 1.496 339.2 4.9 851 32 3.50 109 B3 Profits still substantial but year’s Mur 
| 
{ 





net probably will be off from the 
$8.51 a share in 1950. Auto body 
and plumbing divisions will be 
affected by steel allocations. 75- 
cent quarterly well protected. 





= 1 One of the most stable earners in as 
| Briggs & Stratton sisses- unis ses 2.80 270 92 4.51 30 2:75 9.1 B > aii wom lie Ray! 


able increase. Demand for low 
horse-power engines strong. Extra 

dividend expected. 
, i " —3 Foundry business in general highly 
Camp. Wyant & Cannon 70 30 1.49 23.5 69 4.69 23 2.50 10.8 c—3 “aka. Soom tes eweieel Rey 
H a deterring factor. Sales up this 
! year but taxes and higher costs 








| Ww Earnings this year show consider- 
| 


reduce profits. Dividend not too 
well covered. — 


! 

| Clark Equipment 60.4 5.0 4.50 68.6 7.0 7.081 46 2.401 5.2 B1 Company benefits from protected Smit 
: 

| 

{ 





truck demand, military and indus- x 
trial. Sales have doubled with 


good increase in net income. 75- 
cent quarterly dividend amply 





covered. —_ 
Cleveland Graphite Bronze... 27.1 7.0 2.76 42.2 9.3 576 33 260 79 FS ee ea ee Star 


sharply up, especially for aircraft 
needs. Earnings far above regular 
$2 dividend rate. 

Shipments to automobile industry Stev 
will be off but military orders will 





_ 


Collins & Aikman..........0000.00... ma. sabe 1.412 49.4 3.5 3.04 19 25 1.3 c+ 


increase total sales and improve 
operating margins. Speculative na- 
ture of business may limit divi- 
dends to present basis. 


Dana Corp. Ssatsiensenvceens HOOD? 6S 3.313 118.8 10.8 5.01 30 4.00 13.3 c+2 pp Alles rg AE ag Rh Bese ior 


operating costs. Estimate for this 
year somewhat under $5.01 for 
1950. 75-cent quarterly dividend 
plus year-end extra should be con- — 
tinued. Thor 


Eaton Mfg. rohcentenisaceeshnts a: Tao 3.54 148.3 8.6 7.11 42 4.00 9.5 B2 One of the soundest in the auto- X 
WwW 








motive parts group with well- 
established earning power. In po- 
sition to benefit from growing 
arms program. Strong trade posi- 
tion. Dividend substantially cov- oe 
ered. Timk 


Electric Auto-Lite ..............0... 74.98 3.6 1.806 245.4 68 11.15 47 3.75 8.0 B3 Company favored by high level of 


demand for military purposes. 
Sounder dividend policy than some 
others in automotive parts field. 
Earnings probably somewhat lower — 
in 1951 due to taxes. Dividends Timk 
expected on 1950 basis. v 


Electric Storage Battery........ 57.8 4.6 2.85 91.7 5.0 5.03 44 2.50 5.7 Bl One of the best situated with re- 


gard to ease of handling large 
military orders. Earnings for 1951 
should exceed 1950. 50-cent quar- 
terly safe and extra expected. 


4 4 Activities more diversified but 

Hayes Mfg. : KGa ae 4.2 49 12.7 as def .13 Ff 30 4.3 c+1 prespecta cre indefinite despite 
small rise in profits expected for 

1951. Finances improved and small 

dividend can be continued. i os 

















1_Adjusted. 4_9 months ended June 30. 79 months ended March 31. 
2—3 months ended June 2. 5—6 months ended March 31. 8_9 months ended April 30. 
3—9 months ended May 31. 6—3 months ended March 31. n.a.—Not available. 
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Statistical Data on Leading Automobile Parts and Accessories Companies (Continued ) 











Net 
Sales 
($ Mil.) 


First Halt 1951 


Net 


Margin 


% 


1950 





Net Net 
Per Sales 
Share ($ Mil.) 


Net 
Margin 
So 


Net 
Per 
Share 


Recent 
Price 


Div. 
1950 


Div. 
Yield 


Invest- 
ment 
Rating 


COMMENTS 





HoudaiHe-Hershey 


36.6 


4.1 


1.66 63.3 


5.2 


3.63 


13 


1.25 


9.6 


c+1 


Reduction of automotive output 
offset by large military business. 
Owing to taxes, second half earn- 
ings may show some decline. $1.25 
annual dividend appears protected. |, 





Kelsey-Hayes “B’’ 


72 


5.0 


6.283 85.6 


6.4 


8.89 


29 


3.00 


10.4 


c+1 


Largest independent wheel manu- 
facturer. Benefiting from strong 
military demand. Business is cycli- 
zal and heavy fixed charges re- 
sponsible for sharp earnings fluctu- 
ations. $7 expected for 1951 
against $8.89 last year. Dividend 
well covered. 





Midland Steel Products 


3.60 70.8 


9.9 


13.13 


43 


6.75 


15.7 


Earnings affected by higher taxes 
and will be lower for 1950 though 
still substantial. Unusually large 
dividends for 1950 not expected 
this year. 





Motor Products ..................... 


4.2% 


$7.077  $ 65.7 


6.9% 


$9.751 


$26 


$1.751 


6.7% 


Earnings now at exceptionally high 
levels but will be affected by 
civilian cut-backs. 50-cent quar- 
terly dividend seems safe but 
extras more problematical. 





Motor Wheel .............0.6:..0000. 


4.1 


7.3 


5.46 


26 


3.20 


12.3 


Profits will be large but not as 
high as last year. Decline in nor- 
mal operations being offset by 
military demand. Year-end extra 
expected in addition to regular 50- 
cent quarterly. 





Murray Corp. of Amer........... 


108.9% 


5.2 


5.52% 120.0 


8.8 


10.73 


19 


2.80 


14.7 


Present position satisfactory but 
loss of Ford stamping business will 
be difficult to offset. Earnings of 
about $7 expected against $10.73 
last year. 50-cent quarterly should 
be supplemented by extra. 





Raybestos-Manhattan 


20.76 


5.5 


1.816 65.4 


7.4 





Reynolds Spring .................... 


7.35 


2.8 


735 14.8 


7.75 


38 


2.37 


6.3 


Strong trade position, finances and 
good diversification a feature. Full 
year’s earnings should equal last 
year’s $7.75 a share. 50-cent divi- 
dend well covered and extra ex- 
pected. 





50 


5.5 


Operates in highly competitive 
field. Last year’s earnings of $2.42 
a share will probably not be dupli- 
cated in 1951. Small dividend con- 
tinuation probable. 





Smith, A. O. 
X 


. 160.08 


n.a. 176.6 


42 


7.46 


37 


4.3 


Good progress in diversification, 
and pipe line business exception- 
ally large. Earnings somewhat 
lower than 1950 but still substan- 
tial. Conservative dividend policy 
can be liberalized. 








Standard Steel Spring ........... 


62.0 


5.7 


1.78 100.5 


9.4 


4781 


22 


1,551 


7.0 


Well managed company in improv- 
ing trade position. Somewhat 
lower earnings expected for 1951 
but dividend covered by good 
margin. 





Stewart-Warner .................... 


51.4 


4.3 


1.71 80.5 


3.7 


3.55 


1.50 


8.3 


C+1 


Keen competition in many of the 
company’s lines. Full year’s earn- 
ings should approximate 1950. 
Television business promising for 
longer-range. Dividend of 35-cent 
quarterly should be continued. 





Thermoid is Phone ate cceraa takes 


49 


1.22 28.6 


6.7 


2.26 


60 


6.0 


C+i 


Company in strong position and 
benefiting from war work. Full 
year’s earnings probably will in- 
crease over 1950. Dividend could 
be raised. 





Thompson Products ................ 
X 


4.7 


3.45 123.3 


6.7 


7.511 


41 


1.501 


3.7 


Company in superior position be- 
cause of large demand for aircraft 
engines, especially jet engines. 
Earnings should hold close to 1950 
despite capitalization increase. 50- 
cent quarterly dividend could be 
easily increased. 





Timken Detroit Axle................ 


99.37 


4.4 


2.017 74.9 


5.0 


1.72 


1.75 


92 


c+1 


Company aided by diversification, 
especially its oil burner division. 
Currently benefiting from demand 
for military trucks. Earnings should 
show increase in full 1951. Can 
pay higher dividend. 





Timken Roller Bearing.......... : 
W 


n.d. 


3.37 144.1 


10.7 


6.36 


46 


3.50 


7.6 


Full year’s earnings probably 
somewhat less than the $6.36 per 
share for 1950. Company in strong 
trade and financial position. 75- 
cent quarterly dividend can be 
supplemented. 





Young Spring & Wire............ 


123.56 


7.0 


2.566 51.8 


9.0 


11.46 


36 


5.00 


13.9 


Due to higher costs and taxes, 
earnings at smaller rate than 1950 
when $11.46 per share was earned. 
Pays small quarterly dividends 
supplemented by large extras. 





1_ Adjusted. 
2_3 months ended June 2. 
3_9 months ended May 31. 
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4_9 months ended June 30. 
®5—6 months ended March 31. 
6—3 months ended March 31. 











7—9 months ended March 31. 
8—9 months ended April 30. 
n.a.—Not available. 
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leased strongly conflict- 
ing forces that are bound 
to have diverse impacts 
on the electrical industry. 
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Mixed Prospects for... . 
Electrical Companies 


By STANLEY DEVLIN 


oa other industries called upon to meet 
both military and civilian requirements, electrical 
goods manufacturers are experiencing strongly 
conflicting forces. All indications point to prolonga- 
tion of urgent demand for products contributing 
to the national defense effort, although the possi- 
bility of significant reductions in such orders cannot 
be ignored. At the same time, sales of civilian goods 
are receding and conditions appear to be returning 
to normal in so far as household appliances are con- 
cerned. The comparatively high rate of residential 
construction is reassuring, however, and suggests 
that the decline in demand for washing machines, 
refrigerators and similar items may not be too 
pronounced. 

With these contrasting forces in mind, one may 
better appraise prospects for principal representa- 
tives of the electrical equipment industry. The 
larger, well diversified companies serving both mili- 
tary and civilian markets should continue to do well 
despite some problems relating to shortages of 
critical materials. Similar units, however, relying 
chiefly on civilian customers are likely to encounter 
strong consumer resistance now that price control 
regulations tend to encourage preference for nation- 
ally advertised brand names and credit restrictions 
place limitations on buying power. That the market 
has taken recognition of diverse economic trends 
is evident in a careful study of revelent statistics of 
representative companies. 

The accompanying compilation presents latest 


available statistics on sales, earnings, dividend rates,. 
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etc., as well as comments on the 
prospective outlook for the near 
term. The investor will find this 
summary useful in appraising the 
merits of individual stocks. It is 
interesting to observe that since 


the survey presented here last 

August, the great majority of these 

stocks have advanced comparative- 
ly little in spite of favorable results experienced in 
the last year. It is significant also — though not sur- 
prising — that the better grade issues with the best 
dividend records have outperformed secondary 
stocks. This showing appears to confirm the theory 
that much of the buying in the last year has been 
motivated by either income needs or by the prospect 
for long term growth rather than by hope of short- 
term speculative gains in secondary issues. 


Influence of Television 


No industry survey such as this would be complete 
without reference to developments in television even 
though other companies serving primarily the radio- 
television field are not included in this study. Many 
concerns considered in this article manufacture com- 
ponents used in radio or television and some con- 
cerns — notably Sylvania Electric Products, General 
Electric and Westinghouse Electric — produce tele- 
vision receiving sets. Accordingly, it is only reason- 
able to suppose that because television has grown so 
extensively, operations of some companies might be 
affected by changes in TV trends. The let-down in de- 
mand for television sets, accentuated by tightening 
of credit controls, probably contributed importantly 
to reduced volume for some companies under study 
here, but on the other hand, prospects for a comeback 
this winter in connection with transcontinental tele- 
casts is a favorable factor. 

The pronounced growth in use of electric energy, 
necessitating rapid ex- (Please turn to page 580) 
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Position of Leading Electrical Equipment Companies 











——First Half 1951-— —— 


Net 
Sales 


($ mil.) 


Net 
Margin 


1950 __—_—- 
Net 
Per 

Share 


Net 
Per 
Share 


Net 
Sales 


($ mil.) 


Net 
Margin 


Recent 
Price 


Div. 
1950 


Div. 
Yield 


Investment 





Rating COMMENTS 


| 





Apex Electrical $ 


12.6 88% 





Black & Decker 


Carrier Corp. 


Corneil-Dubillier 





Cutler-Hammer 


Emerson Electric 


Eureka-Williams 


General Electric 


X 





Master Electric 


Maytag 





McGraw Electric 
x 





Noma Electric 





Servel 


Square D 


Sylvania Electric 
xX 


Westinghouse Electric 


Weston Elec. Inst. 


23.22 8.3 


76.6! 62 
“1728 54 
29.3 6.3 
34.92 3.7 
8.8" 3.0 
1,184.7 5.2 
9.5 9.9 
45.0 7.8 
22.5% 6.8 
40.93 
26.87d1.0 
29.3 107 
37.0 12.2 
103.8 5.5 


590.6 5.3 


9.2 3.0 





York Corp. 


45.72 5.7 





d—Deficit. 
1_Adijusted. 


*-9 months ended June 


30. 


$ .28 $ 30.7 3.4% $3.00 


4.97- 23.6 10.2 6.17 


6. 96! 62.4 5.1 4.541 


2.13" 23.2 FA 3.96 


2.85 427 $2 5.98 


2.67- 40:7 5.1 4.35 


As 10.7 2.1 .50 


2.44 1,960.4 8.8 6.01 


tI 132 TES 2.87! 


1.91 83.9 12.4 a9 


1.835 80.3 9.7 9.23 


29.2 2.8 1.02! 


d.237 57.3 4.8 1.45 


46.3 10.8 3.61 


5.04 67.4 14.7 11.01! 


2.95 162.5 5.1 5.37 


1.98 TOI. 7.6 


Vise 11.6 6.2 4.50 


2.14> 49.1 4.3 





3—Year ended June 30. 


36 


24 


33 


58 


20 


49 


24 


58 


35 


37 


35 


4—12 months ended April 30. 


°—9 months ended April 30. 


$8 $ .50 


6.2% 


~ | 

C—3 Reduced demand for household appliances and | 
rising costs have narrowed profit margins. | 

Drop in earnings threatens dividend cut. | 








95 


3.80 


1.641 


2.00 


3.50 


.201 


50 


1.75 


2.871, 


2.00 


2.00 


.50 


7.3 


aa 


6.5 


8.2 


13.4 


aut 


2.2 


5.5 


7.3 


5.0 


5.7 


5.4 


5.7 


3.6 


C-+1 Growing demand for labor-saving industrial 
tools to combat rising labor costs means 
steadily growing market. Outlook still prom- 
ising. 





Increased volume of orders rising from indus- 
trial expansion and better cost control point | 
to maintenance of favorable earnings trend. 


C+1 


| 
| 
| 
} 


C2 penance on radio-television and household | 
appliance manufacturers is likely to be drag! 
on earnings. Net should cover regular divi-| 
dend rate. 


C2 Continued active demand for contro! devices | 
incident to industrial expansion promises good 
earnings, but neak seems passed. Liberal divi- | 

dend likely. — 


C2 Huge expansion in aircraft output expected to} 
assure comparable demand for small motors 
and thereby sustain earnings. Regular dividend | 
seems secure. 


C2 Keen competition in vacuum cleaners and dis- 
tribution problems impose handicap on profit- 
able heating equipment division. Dividend re- 
sumption not imminent. 

A2 Prospect for ¢ active enlargement of power and 
light industry and boom in armament produc- 
tion assure high rate of output and favorable 
_earnings trend. 








C41 Urgent demand for small motors in armament 
program promises to sustain profitable opera- 
tions. Modest extra may supplement regular 


$1.60 dividend. 


C 3 - Stricter credit regulations expected | to handi- 
cap sales following 1950 boom. Market out- 
look for washers still favorable. Dividend of 
$1.40 seems secure. 

B2> Promising outlook for utility goods and in- 
dustrial products should offset any drop in 
consumer appliances. Wide coverage of $3.50 
dividend indicated. 








C—3 Keen competition and scarcities of raw mate- 
rials handicap profit margins, tending to re- 
duce earnings despite effort to diversify. 
Dividend record erratic. 

—. ‘Credit restrictions and strong competition from 
electric refrigerators handicap sales, pointing 
to lower earnings and raising some doubt 
over dividend rate. 

High rate a “‘tadeatelad octivity promises to 

maintain volume despite sale of Kollsman di- 

vision. Earnings should afford ample margin 

for $1.40 dividend. 





Bl 








B2 Upset in price- fixing. at retail points to keen 
competition in household appliances and nar- 
rower profit margins, but earnings should 
raise hope of extra $1. 

Increased reliance on television lines points 
to long range growth. Industrial expansion 
favorable for fixtures. Net profit indicated 
ample for r $2 dividend. 


Bl 





A--3 Long range ge demand for electric utility equip- 
ment and growth in jet engine lines are 
important near-term factors likely to sustain 
volume and ind adequate earnings. 

from ap- 

to good 
earnings. 


—3 Despite some slackening in demand 
pliance industry, indications point 
sales volume and moderately lower 
Regular $2 rate seems secure. 

C-4+1 Strong trend toward use of air-conditioning 
equipment in industry likely to sustain sales 
volume. Earnings in fiscal year may surpass 
1950 results moderately. 








S_6 mos. 
7™—6 mos. ended April 30, 1951. 


S—1st Quar. 


ended Mar. 31, 1951. 


ended Mar. 31, 1951. 
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Financial Survey of Specialty and Unclassified Stocks 











Net 
Sales 


($ Mil.) 


First Half 1951 


Net 
Margin 
So 


1950 





Net Net » Net 
Per Sales Net Per 
Share ($ Mil.) Margin Share 


Recent 
Price 


Invest- 
ment 
Rating 


Div. Div. 


1950 Yield COMMENTS 





American Bank Note.... n. a. 


$59 $ 142 8.7% $1.48 


$19 


B2 Depressed state of Far East business an 
unfavorable factor. Domestic sales at 
good levels and earnings slightly up, 
Regular dividend buttressed by strong 
financial position. 


$1.15 6.0% 





Amer. Chain & Cable....$ 43.6 


C—3 Restrictions on commercial business but 
this is offset by gov't orders. Full 
year’s earnings probably lower than 
1950 because of taxes. Dividend seems 
secure. 





American Chicle 


3.70 


One of the leading chewing gum man. 
ufacturers. Earnings now at highest 
levels since 1947-48. Dividend covered 
by satisfactory margin. 


2.50 6.2 A 





American Ice 


def. .26 


Net deficit increased in first half and 
this summer's relatively cool weather 
may have further depressing effect, 
Dividend in doubtful status. 





American News ............ 


87 180.6 1.6 


Company very successful in its field 
ut higher taxes reduce profit margin. 
Year’s earnings probably lower than 
1950 but regular dividend plus extra 
warranted. 





American Safety Razor.. V2 


1.00 


$8 million contract to operate shell. 
loading plant; company diversifying 
through ‘lighters’’, low-priced cameras 
and color film. Some improvement in 
earnings but dividend doubtful. 


~~ 


C+ 





Amer. Ship Building ..... 8.17 


Earnings in up-trend with backlog at 
$30 million. Escalator clauses give pro- 
tection against higher labor and ma- 
terials cost. Dividend covered by wide 
margin. 





Archer-Daniels-MidI’d .. 121.38 


219.1 4.3 


Price weakness in vegetable oils will 
probably lower earnings. 1951 net may 
decline from 1950 when _ inventory 
profits played a part. Finances strong 
and dividend secure. 





61 257.0 49 


Company affected by slump in televi- 
sion and other consumers’ products but 
offset is found in increasing gov't 
orders. 15-cent quarterly dividend cov- 
ered by fair margin. 





12 


Company profiting from both commer- 
cial demand and increase of shipments 
for defense purposes. Earnings increas- 
ing sharply and supports present 10- 
cent quarterly dividend. 





1.56 


11 


Company more diversified than some 
competitors. Taxes having adverse ef- 
fect on profits but latter may exceed 
1950 because of rise in sales and 
prices. 20-cent quarterly dividend se- 
cure. 





Catalin Corp. of Amer... 7.1 


Earnings likely to exceed 1950 by wide 
margin and further gain in sales ex- 
pected. Dividend increased to 40-cent 
annually and seems safe. 





C. 1. T. Finanelell............ 1,986.4 
Ww 


3,647.8 85 


Profit margin lower due to credit re- 
strictions and curtailment of automo- 
bile financing. Earnings of $7 expected 
for 1951 against $8.04 a share last 
year. Dividend of $4 plus extra should 
be continued. 





Colt’s Mfg. 


3.63 9.5 99 13.28 


Equity of $100 a share, after repur- 
chase of bulk of outstanding stock. 
Taxes and higher costs have Tenseel 
earnings but dividend could be in- 
creased. 





Commercial Credit ........ 


2,346.6 85 


B2  Upsurge in recent years’ earnings now 
affected by credit restrictions and 
higher taxes. Profits still satisfactory 
though moderate decline probable. 
Dividend amply covered. 





Diamond Match ............ n. a. 


Excellent results this year on account 
of gain in building, paper, pulp and 
woodenware products. Earnings gain 
pronounced despite higher taxes. Extra 
dividend probable in addition to 50- 
cent quarterly. 





Dresser Industries ........ 


80.0 5.5 3.75 


Backlog increasing steadily. Expansion 
in oil and gas industries favorable to 
company. Earnings in up-trend and full 
year’s dividend already covered. 





n. a.—Not available. 

1_6 months ended May 31. 
2—20 weeks ended May 20. 
36 months ended April 30. 


Nee EE 
a YE RE ARE AEROS ACS A LAIR AE ES ARTETA AEE OS SIE SAY SRR AST IST TTS ST ST TS TE aE a TE TE FA a IN RE BE A 


562 


4_3 months ended May 31. 
5—9 months ended June 30. 
6—3 months ended March 31. 


7~9 months ended March 31. 
8—6 months ended Dec. 31. 
9—9 months ended April 30. 
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Financial Survey of Specialty and Unclassified Stocks (Continued) 








Net 
Sales 


($ Mil.) 


First Half 1951 


1 
' 


950 





Net 
Per 
Share 


Net 
Margin 
% 


Net 
Sales 


($ Mil.) 


Net 
Margin 


Net 
Per 
Share 


Div. 
1950 


Div. 
Yield 


Recent 
Price 


% 


Invest- 
ment 
Rating 


COMMENTS 





Eversharp 


4.34 


10.3 45 


7 


W 


4 2.30 13 JS 58 


c+1 


Greater demand for safety razors 
caused by increased employment in 
armament industries. Moderate gain in 
—- but dividend not amply cov- 
ered. 





Froedtert Corp. 


5.9% $1.54 $ 


29.8 


5.8% 


$1.79 $15 $1.25 8.3% 


Bl 


One of the largest malsters in the 
world. Rise in barley prices has aided 
sales. 25-cent dividend secure and 
equivalent extra expected this year. 





Gar Wood Industries . 


3.1 43 


20.9 


def. 2.18 


Cc+1 


Year ending Oct. 31 will show greatly 
improved earnings. Backlog over $20 
million. Owing to losses caused by 
strike, dividend resumption not likely. 





Gillette Safety Razor .... 


52.6 


15.8 1.89 


99.3 


3.81 28 2.44 8.7 


Bl 


Sales and earnings rising because of 
improvement in safety razor demand 
and “Toni” division. Dividend amply 
covered by earnings. 





Greyhound 


2.3 09 


183.7 


6.5 


1.25 1.00 9.1 


C2 


Traffic increase because of greater de- 
mand by military personnel. Costs and 
taxes rising, thus holding earnings 
down. Narrow dividend margin. 





Life Savers .. 


11.4 1.37 


16.6 


15.9 


35 2.70 7.7 


Sales continue to gain but higher taxes 
eating into profits. Earnings for 1951 
less than 1950. Regular dividend safe 
but smaller extra possible. 





Minn. Mining & Mfg. 


44,35 


9.8 53 


152.8 


13.4 


2.51 47 80 


B2 


Constantly expanding new lines, es- 
pecially outdoor advertising. Higher 
taxes will hold earnings to last year’s 
levels. Dividend secure. 





N. Y. Shipbuilding 





Nopco Chemical . 
X 


31.5 


def. 9.04 JS 47 


c+1 


Operations for 1951 will show sub- 
stantial increase. New contracts for 
cargo ships expected. Only nominal 
profits in sight and dividend resump- 
tion not likely. 





3.10 


19.3 


7.0 


5.18 47 5.8 


Bl 


Strong up-trend in earnings; pharma- 
ceutical position especially favorable. 
Dividend increased to 50-cent quarterly 
and extras expected. 





Ronson Art Metal 


8.9° 


12.3 


3.54 2.35 12.4 


C2 


War and post-war expansion now giv- 
ing way to extreme competition. Pro- 
motional expenses heavy. Earnings still 
large and current dividend protected 
though smaller extras possible. 





Savage Arms 


19.7 


7.4 2.20 





Scovill Mfg. Co. 


5.4 





Sheaffer (W.A.) Pen 


33.6 


112.2 


21.9 


4.62 2.30 12.1 


c+1 


All divisions making satisfactory prog- 
ress, especially commercial refrigerated 
cabinets. Earnings in up-trend. 35-cent 
quarterly dividend safe and extra 
probable. 





2.75 8.3 


Bl 


This important metal fabricator in 
strong position with many diversified 
lines. New mill has resulted in con- 
siderabel savings. Earnings upward 
and larger extra in sight. 





2.85 9.5 


c—3 


Good promotion has increased sales. 
Profits showing moderate gains de- 
spite higher taxes, but margin for 
dividends not large. 





Simmons Co. 


79.4 


3.7 


139.4 


9.7 


Despite 30% increase in sales, profits 
lower in first half. Balance of year will 
probably show similar results. Divi- 
dend still covered by good margin. 





Sperry 





United Carr Fastener 





U. S. Lines..... 


21.4 





White (S.S.) Dent. Mfg. 





Wrigley 
WwW 


36.7 


12.4 


6.6 


1.67 


A 1.94 


13.7 2.56 


162.5 


34.6 


82.3 


20.9 


Pak 


5: 


4.0 
4.0 


16.7 


10.2 


9 4.72 30 


31 2.50 8.1 


2.00 12.1 


Immense broadening of military air- 
craft demand by gov’t has greatly in- 
creased backlog. Taxes, however, limit 
profits. 50-cent quarterly may be sup- 
plemented by extra. 





B2 


May be affected in last half by credit 
restrictions in automobile and televi- 
sion industries. Profits off moderately 
but regular dividend seems safe. 





c+1 


1951 earnings expected to show im- 
provement but current $2 dividend rate 
not expected to increase because of 
rapid changes in company’s prospects. 





Marked improvement in earnings in 
first half. Current dividend now being 
earned twice over. 5% in stock paid 
last year. 








Volume of sales stable but higher 
taxes reducing net income. Total year’s 
profits will be below 1950. Liberal divi- 
dend policy can easily be continued. 





n. a.—Not available. 





1_6 months ended May 31. 
°_20 weeks ended May 20. 
36 months ended April 30. 


4_3 months ended May 31. 
°—9 months ended June 30. 
6—3 months ended March 31. 


7~9 months ended March 31. 
5—6 months ended Dec. 31. 
9—9 months ended April 30. 
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Broader 


On the move which took the 
Dow-Jones industrial average to 
a new 1949-1951 high by August 8 
— it topped the early-May high 
only by roughly 2 points and then 
eased under increased offerings 
-- over four times as many of the 
weekly stock-group indexes re- 
corded new highs than was so, 
on a weekly average, in July, 
when oils, chemicals, drugs, tires 
and a very few others were pacing 
the rise. This reflected a modest 
increase in speculative interest; 
but, to a greater extent, the usual 
tendency of investors to “reach 
down” into fair-grade secondary 
stocks as a market upswing pro- 
ceeds. It will take a continuation 
of this tendency, and rotating 
group leadership, to put average 
stock prices higher. The change to 
date, which could be called “broad- 
ening selectivity,” does not by any 
means assure a further rise. The 
number of recent new group-highs 
exceeded only moderately the 
number made at the market’s May 
high, and that was followed by a 
zig-zag 20-point decline in the in- 
dustrial average to the late-June 
low. In this column’s view, the 
chances for some near-term reac- 
tion are about as good as those 
for some extension of the summer 
rise; and if it is to be the latter, 
the chances are slim that it could 
be more than a rather small fur- 
ther percentage now. 


Groups 
In general, capital-goods stocks 
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and war stocks — which are over- 
lapping groups — have been far- 
ing better than consumer-goods 
stocks, because, on an over-all 
basis, their volume and earnings 
prospects in a defense-paced econ- 
omy are superior to those of civil- 
ian-economy industries. Despite 
exceptions, growth stocks as a 
rule continue to hold their gains 
or rise further, although at a 
slackening rate; and typical high- 
grade income stocks remain in 
rather steady demand. Long-fav- 
ored groups which recently estab- 
lished new highs include oils, 
chemicals, fertilizers, paper, ray- 
on and tires. Other new highs, 
mostly among groups previously 
enjoying considerably less favor, 
include both metal and glass con- 
tainers; lead, zinc and smelting 
issues; office equipment; metal 
fabricating; machinery; video 
stocks; vegetable oils; and utility 
holding companies. 
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Rails 

Long “behind the parade,” the 
rail section of the market would 
now seem to have even less chance 
than before to get going in any 
significant way; and it might well 
be vulnerable both to a short-term 
reaction and to a medium-term 
test of this average’s June low. li 
was pointed out here recently that 
if the freight-rate decision proved 
to be pleasing, there would prob- 
ably be selling on the good news; 
and that, otherwise, there prob- 
ably would be selling on the bad 
news. The rate boost turned out 
to be neither good nor bad, but 
“just fair’ — so there was moder- 
ate selling with the ‘“just-fair’ 
news out of the way. No other 
source of a general stimulus to 
rail stocks can be foreseen. Car 
loadings are running under year- 
ago levels, due to the slowness of 
the rise in arms production and 
the simmering down of civilian 











INCREASES SHOWN IN RECENT EARNINGS REPORTS 


Bath Iron Works 

Humble Oil & Refining Co. 
Pillsbury Mills, Inc. 

Electric Storage Battery Co. 
Phelps Dodge Corp. 
Western Union Telegraph 
Bell Aircraft 

El Paso Natural Gas 

Trans World Airlines 


Kaiser Aluminum & Chemical 
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1951 1950 

6 mos. June 30 $1.55 $ .79 
6 mos. June 30 4.97 2.99 
Year May 31 4.27 2.16 
6 mos. June 30 4.17 1.87 
6 mos. June 30 4.97 3.54 
6 mos. June 30 3.45 2.61 
. 6 mos. June 30 2.43 1.05 
12 mos. June 30 3.02 1.76 
6 mos. June 30 1.07 42 
. Year May 31 5.01 3.38 
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business activity. The passenger- 
business outlook is dismal, what 
with the air lines cuttting into it 
more and more. Inflation harms 
the rail industry to the extent 
that freight-rate boosts lag be- 
hind wage boosts. If we get even 
moderately more inflation, wages 
will go higher in 1952, followed 
by another rate petition and 
months of waiting for the ICC to 
act on it. Deflation, of course, is 
poison to the industry. It thrived 
in the 1920’s on active business, a 
steady price level and stable wages 
— in the absence of air lines and 
with motor-truck competition in- 
significant as compared with what 
it is today. For the duration of 
the semi-war economy, the rail 
earnings outlook can be only fair 
at best, maybe less than that; and 
the post-defense potentials are 
highly questionable. 


Taxes 

Corporate earning power will, 
of course, be lower in the second 
half than in the first. However, if 
the further tax boost applies only 
to the second half, as is probable, 
the comparisons of a good many 
individual companies will be dis- 
torted by over-conservative first- 
half tax accruals. The present 
maximum effective tax rate is 
62%. Some companies have been 
applying materially higher rates 
than that. If they over-shoot the 
mark, a portion of second-half 
taxes will have been deducted in 
the first half, calling for year-end 
restatement of first-half net. Here 
are some examples of tax rates 
applied in the first half: Republic 
Steel 68.6% ; Pfizer 67.4% ; Amer- 
ican Viscose 67.9% ; and Under- 
wood Corp. nearly 65%. It is 
largely a matter of happenstance 
— EPT exemption or special tax 
shelter — whether a company will 
pay a high, moderate or low full- 
year tax rate. Oils with heavy 
crude production get a big advan- 
tage from the tax-deductible de- 
pletion allowance. As a typical 
case, Ohio Oil’s first-half taxes 
were considerably higher than a 
year ago, but even so the effective 
rate was only 31.7%. 


Difficult 

It is getting hard to find stocks 
about which one can enthuse at 
existing market levels. For in- 
stance, Dow Chemical, recom- 
mended earlier in this column for 
long-term-growth investment, re- 
cently ran up as high as 119, a 
rise of nearly 40% even from this 
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year’s far from depressed low. 
This is too much, too soon, regard- 
less of a bright 5-year or 10-year 
prospect. New purchases should 
not be made except after a sub- 
stantial reaction; and the same 
goes for other growth stocks re- 
cently highly popular. When will 
they react? The answer is largely 
guesswork; but they look toppy, 
in most cases, as this is written. 
Valid as may be the basis for the 
popularity of oil, chemical, ethical 
drug, paper and tire stocks, there 
is at least some element of fad or 
vogue in it; for outstanding mar- 
ket performance tends to create 
a vogue. Remember that vogues 
can change. For instance, liquors, 
movies and air lines were in 
vogue in 1945-1946, making highs 
not since approached. Even in the 
matter of buying high-grade 
stocks primarily for income, what 
are you going to do when this col- 
umn’s favorite American Gas & 
Electric, aided by declaration of a 
5% stock dividend, runs up to 
607%, cutting the current yield to 
less than 5%, against close to 6% 
at this year’s low of 515? An- 
swer: stop favoring it for new 
purchases, while searching around 
elsewhere; or waiting for it, as 
well as the general market, to 
react. 


Possibilities 

Among the stock groups, agri- 
cultural machinery, coppers, elec- 
trical equipment (capital-goods 
type) and aircraft do not seem 
over-exploited marketwise, on 
prospects in our gradually shift- 
ing semi-war economy. If the Vin- 
son drive to expand the Air Forces 
to 163 groups does not bring 
Douglas, Boeing, Lockheed, Grum- 
man and other aircraft stocks to 
life fairly soon, one will have to 
conclude that nothing will. De- 
partment store stocks might well 








Lion Oil 

Hershey Chocolate 
Proctor & Gamble Co. 
Chrysler Corp. 








Kansas City Southern Ry. 
Keystone Steel & Wire Co. 
Maytag Co. 

Burlington Mills Corp. 
Curtis Publishing Co. 


Interchemical Corp. 





get more of a play within the sec- 
ond half, on the premise that soft- 
goods trade improvement should 
be in the making for late-1951 and 
for 1952. The textile business has 
been in a slump for several 
months, and the stocks, with ex- 
ception of rayon issues, are well 
under earlier 1951 highs. The tex- 
tile cycle is a short one. The turn 
is unlikely to be more than a few 
months ahead; and it might be 
hastened by revived military buy- 
ing, which largely terminated in 
June because the procurement 
boys had committed all available 
appropriations. Now their new 
money is on its way through Con- 
gress in the $56-billion bill — and 
they spend money freely for tex- 
tiles, and almost everything else 
under the sun, when they have it. 
Stocks like Burlington Mills, Ste- 
vens, Lowenstein and Pacific Mills 
have a relatively strong technical 
position now and “interesting” 
possibilities. 


Wheeling 


Wheeling Steel has concentrated 
its relatively large postwar capi- 
tal outlays on improvement of fa- 
cilities and integration, to reduce 
costs, rather than on mere en- 
largement of capacity. The results 
have begun to show up, and addi- 
tional benefits are to come; for the 
program will continue for at least 
a couple of more years. In the first 
half, Wheeling earned $6.24 a 
share, against $4.59 a year ago, 
one of the best showings in the 
steel industry; and had an operat- 
ing margin of 24.7%, also one of 
the best showings in the industry. 
Full-year results are virtually cer- 
tain to better 1950’s record $11.59 
a share. Around 41, on a regular’ 
$3 annual dividend basis, Wheel- 
ing is likley to advance more than 
the steel group, given an upward 

(Please turn to page 581) 








DECREASES SHOWN IN RECENT EARNINGS REPORTS 


—— omecscnasee 
1951 1950 
June 30 Quar. $1.13 $1.47 
6 mos. June 30 1.52 2.71 
Year June 30 5.31 6.33 
6 mos. June 30 4.11 4.54 
6 mos. June 30 4.85 5.19 
Year June 30 3.87 4.53 
6 mos. June 30 1.91 3.32 
9 mos. June 30 1.59 2.26 
6 mos. June 30 +35 -62 
6 mos. June 30 2.11 2.64 
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There has been some evidence recently of a slight let-down 
of the defense production program but the expectation is that 
this will soon be replaced by a “shot in the arm” in the form 
of expanded military con- 
tracting. So far, the defense 
program has continued to 
move in low gear, partly 
because the initial period 
was devoted more to tool- 
ing up and increasing the 
industrial potential than to 
producing finished materiel. 
With the first phase now 
approaching completion, a 
substantial output rise is 
ahead. 

Additionally, military buy- 
ing has been slowed pend- 
ing congressional action on 
the military budget. The 
House has now upheld the 
armed forces’ requests for 
1951-52 funds with only 
minor cuts and procurement 
—at a low ebb in July—will 
thereafter be stepped up. 
This should ease the fears 
of the materials controllers 
of an unexpected slump in 
demands for metals, later 
to be followed by a sharp 
upswing. It was this very 
expectation which more re- 
cently has led to a wait-and- 
see attitude by some pro- 
ducers, preventing the plac- 
ing of large orders for 
finished goods. Since the 
enactment of the Defense 
Production Act of 1951, it 
has become more risky to 
pursue policies based on 
such expectations. As it is, 
there is already a tendency 
for suppliers to set stiffer 
terms and if this trend be- 
comes general, it is thought 
it may forecast an early end 
of the recession which set in 
last March in some con- 
LY sumer durable goods lines. 

Such thinking may prove 











BUSINESS ACTIVITY; 


PER CAPITA BASIS 
M. W. S. INDEX 


200 | 


180 
| 110 
160 
So 
140 
130 
120 


1190 








100 
































566 


Meats, SE be 


The BUSINESS ANALYST 


a ——_ one | ee ome fi 
Se eee 





if 


we at as @1ieis 





Rae <9, 
ANS RON 
c, ar. 


3 SE, 


iY 
= ed eyoeeae 
ie ecagoan - pT STN a LLU a 


WY (STE. 
cme 


K. A. 


premature but quite possibly wholesale prices may then show 
more firmness, taking the edge off deflationary psychology 
though hardly portending an immediate revival of inflation. 

Inventories will remain a problem well into Fall and mos 
likely for the balance of the year, if not longer. The lates 
decline was less than seasonal and hence disappointing 
While views vary, according to industries and individual sitv. 
ations, on how long it may take to reduce stocks to a poini 
where an open-to-buy position is once more attained, the 
consensus is that it won't be soon. 

Inventories remain high in virtually all channels of trade 
and are mostly at or close to peaks. The normal recourse, 
increased selling efforts, has not worked out; consumer reluc- 
tance continues and even substantial price concessions fail 
to stampede the customers into buying. Mid-summer “fire 
sales’ have been followed by “explosion” sales, but the 
response was anything but explosive. Consumers are either 
broke or overbought, preferring saving to spending. Relaxo- 
tion of instalment credit curbs won't help much, if any, and 
another bite out of the public’s income is just ahead, following 
enactment of the tax bill. It is not apt to spur an enthusiastic 
buying movement. 

It has been said, and correctly so, that it is difficult to 
anticipate just what the watered-down control bill will do tc 
business. We now have some advance intimations of what to 
expect in the matter of price ceilings in numerous industries. 
In response to a flood of protests from manufacturers, the OPS 
has indefinitely postponed price rollbacks scheduled for last 
week in machinery, cotton textiles, shoes, wool yarns and 
various fabrics. The protestants argued that they should not 
be forced to roll back their prices now only to have to raise 
them later. They claim that the provisions of the new law wil 
allow them to maintain present prices or even increase them 
since the Capehart amendment permits them to ask for ceilings 
based on their pre-Korean prices, plus cost increases up to 
last July 26. 

This merely proves what has been previously contended: 
that most manufacturers will probably have little to worry 
about rollbacks. In effect, the new bill conforms to the logic 
of the pattern to let every one keep up with every one else, 
and this of course is not the way to halt inflation. The logic 









may be alright but we question the premise from which i 


proceeds. The latter, it would seem, is one of equalizing fi fic: | 
titious advantages instead of genuine sacrifices as called for 


if the fight against inflation is to be more than a sham. The 
premise will be found especially invalid when it comes to wage 
policy. Either way, mark-up and catch-up seems to have be- 
come the watchwords of the stabilizers. How about stabilizo- 
tion? 
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MONEY AND CREDIT—Total loans of the nearly 7,000 banks 
that are members of the Federal Reserve System, rose by $557 
million in the second quarter of this year to a total of $47.5 
billion on June 30. Although this loan increase was small, the 
gain for the first half of the year of $2.2 billion dollars was 
still the largest for any January-June period in history; but was 
not in a class with the $7.1 billion jump from July to December 
that marked the first six months of the Korean war. Since 
June 30 of this year, data is available only for reporting mem- 
ber banks in leading cities and this shows that loans out- 
standing as of August 1 for those banks had dropped by 
some $390 million since the last week in June. This decline 
has acted as a deterrent to inflationary trends during recent 
weeks. In a study of the decline in business loans, the Vol- 
untary Credit Restraint Committee found that the cut was 
confined to non-defense activities while loans to finance 
re-armament facilities continued to expand. Bond prices have 
shown steady recovery in recent weeks and underwriting syn- 
dicates are now bidding with assurance, as the rise in personal 
savings has replenished funds of investment institutions. Indica- 
tive of the improved conditions is the new issue of Michigan 
Consolidated Gas bonds which was priced to yield 3.38% in 
contrast with the situation late in June when the ‘A’ rated 
People’s Gas Light and Coke Co. bond offering was brought 
out to yield 3.58%. The latter obligations have since risen 
by four points in the open market. Treasury securities have 
participated in the advance with the Victory 2%2’s of 1972- 
1967 closing at 98.0 bid on August 13 against a June low 
of 9634, while the longest term bank-eligibles have risen by 2 
points during the same period. That monetization of the Fed- 
eral debt has been slowed can be seen from the figures on 
holdings of government securities by the 12 Federal Reserve 
banks which rose by only $204 million from April 4 to August 
8 of this year. This contrasts with the $4.6 billion rise in such 
holdings from August 1950 to April of this year. The Treasury 
has announced that it will call for redemption on December 
15, 1951, the $1.1 billion of tax-exempt 2%4% bonds due on 
December 15, 1953. This continues the policy of retiring tax- 
exempt obligations at the earliest opportunity. The call notice 
indicated that holders may be given an opportunity to ex- 
change their holdings for other government securities. 
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TRADE—Retailers have noticed a slight pick-up in sales of 
some consumer durable goods and attribute this to the recent 
easing of restrictions on consumer credit. Country-wide de- 
partment store sales for the week ending August 4 were 15% 
below the scare-buying totals of a vear ago and this com- 
pares with a year-to-year drop of 21% for the week ended 
July 28 and still larger decreases in the immediately preced- 
ing weeks. The narrowing of the decline has heartened 
retailers who hope that by this fall, they will be able to equal 
last year’s figures. As panic buying had begun to moderate 
by mid-August of last year, sales comparisons should continue 
to improve. 
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INDUSTRY—The MWS Index of Business Activity continues to 
tise reaching 185.6 for the week ending August 4. The index 
has thus recovered most of the early July dip when it dropped 
to 175.2 from the late June level of 190.7. The decline early 
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last month reflected extensive holiday shut-downs which were 
occasioned to some extent by growing inventories in certain 
industries. 
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COMMODITIES—After declining for nine weeks in a row, 
the Department of Labor’s wholesale price index had its first, 
though minor, advance in the week ending August 7 when it 
rose by 1/10 of 1%. Increases of more than 1% for both 
farm products and foods coupled with a fractional rise in 
chemical prices more than offset declines in textiles, building 
materials, metals, and hide and leather products. 


2. 
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The production of FREIGHT CARS in July fell to 5,290 units, 
a substantial drop from the 9,644 cars delivered the month 
before, the American Railway Car Institute has reported. The 
decline resulted primarily from strikes in seven plants plus 
floods which affected production. Despite the curtailment of 
output, shipments for the month were in excess of NEW 
ORDERS which amounted to only 2,417 cars in July, so that 
the order BACKLOG fell to 144,810 cars as of August 1. This 
compares with unfilled orders for 62,124 cars on the books a 
year ago. 





(Please turn to following page) 
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Latest Previous Pre- 
Wk. or Wk. or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) July 3.0 27 0.9 1.55 (Continued from page 567) 
Cumulative from mid-1940. July 422.1 419.1 397.3 13.8 SHIPMENTS OF PASSENGER TIRES 
FEDERAL GROSS DEBT—$b Aug. 9 255.8 255.8 257.4 55.2 | by manufacturers rose ney ig sie ag 
in June, an increase of 6.6% trom the 5,- 
wicscgsacliven bate 337,985 casings delivered in May, accord- 
Demand Deposits—94 Centers__ Aug. 1 50.4 50.5 48.3 26.1 7 f 
4 sila hie Ava. 8 a9 re ma 107 | ing to the report of the Rubber Manufac- 
pt te lan - : : j j turers Association, Inc. Tiree PRODUCTION 
BANK DEBITS increased slightly to 5,672,086 casings in 
New York City—$b. Aug. 1 11.2 9.5 10-5 4.26 | June but still remained slightly below ship- 
93 Other Centers—$b Aug. 1 14.6 14.1 14.6 7.60 | ments so that inventories continued to de- 
cline, amounting to 2,493,122 at the 
PERSONAL INCOMES—$b (cd2) June 251 250 219 102 month’s end vd year ago the backlog 
Salaries and Wages June 166 165 141 66 totalled 8,987,234 casings. ; 
Proprietors’ | June 48 48 43 23 ; ‘ * % * 
Interest and Dividend June 20 20 18 10 
Transfer Payment Riche 13 13 14 3 Production of household WASHING 
(INCOME FROM AGRICULTURE) June 21 21 16 10 MACHINES in June totalled 253,1 1y units, 
nat a 22% drop from a year earlier, reflecting 
POPULATION—m (e) (cb) July 154.4 154.1 151.7 133.8 | the decline in demand for household appli- 
Non-Institutional, Age 14 & Over—— | June 108.8 108.8 109.4 101.8 |ances. June production, however, was only 
Civilian Labor Force June 63.8 62.8 64.9 55.6 |3% under May’s output of 253,942 units, 
ployed June 2.0 1.6 3.4 3.8 | indicating that at least temporary produc- 
Employed June 61.8 61.2 61.5 51.8 | tion stability had been reached at the lower 
In Agriculture. June 8.0 7.4 9.0 8.0 | level of output. 
Non-Farm June 53.8 53.8 52.4 43.8 x  *  * 
At Work 
tortie. ee i = 2 wise sage 43.2 SLAB ZINC smelter output totalled 78,- 
pone Weekiy—h ae pad “7 “* 42.0 | 955 tons in July compared with 77,868 tons 
A pected 2-24 2.25 2.19 1.82 | for the same month in 1950, the American 
EMPLOYEES, Non-Farm—m (Ib) Lin 46.4 46.2 43.9 37.5 | Zinc Institute reported. At the end of the 
Government iii 6.4 6.4 5.8 4g |month, UNFILLED ORDERS amounted to 
Factory ren 13.0 13.0 12.1 11.7. | 62,412 tons, a sharp drop from the 73,304- 
Weekly Hours. “er 408 40.7 40.5 4o.4 {ton backlog of June 30 and also below 
Hourly Wage (cents) nee 160.4 ° 1586 1453 773 | unfilled orders for 67,463 tons on the books 
Weekly Wage ($) ie 65.44 64.55 58.85 21.33 on July 31, 1950. STOCKS of zinc at 11,- 
400 tons on July 31, 1951 were down from 
PRICES—Wholesale (ib2) Aug.7 177.8 177.6 178.0 92.5 |the 15,791 tons on hand a month earlier. 
Retail (cd) udae 206.8 2057 1857 «291162 #|A year ago, stocks amounted to 20,417 
tons. 
COST OF LIVING (Ib3) June 185.2 185.4 170.2 100.2 * oe & 
Food J 226.9 227.4 203.1 113.1 
Clothing es Total value of NEW CONSTRUCTION 
June 204.0 204.0 184.6 113.8 dens Jul $2.8 billi t 2 th 
Rent June ay es lune Ue Lee 
$2.7 billion figure of a year ago and also 
RETAIL TRADE—$b** better than the $2.7 billion spent for this 
Retail Store Sales (cd) June 11.9 12.1 11.7 4.7 |purpose in June of this year. The prime 
Durable Goods June 3.8 4.0 4.2 1.1 | factor in the good showing was the increase 
Non-Durable Goods June 8.0 8.1 7.5 3.6 |in public construction which expanded to 
Dep't Store Sales (mrb) June 0.86 0.85 0.84 0.39 | $932 million in July from $680 million a 
Retail Sales Credit, End Mo. (rb2)__ | June 11.0 11.0 10.3 5.5 | year ago. Private construction on the other 
MANUFACTURERS’ oo a cae to 
New Orders—$b (ed) Total June at 6S le ee a oe be 
Scdtsitaaan 0 billion outlay of a year earlier. Pri- 
urable Goods June 12.1 11.8 9.8 7.1 . . “fs 
N vate residential building also made a poor 
on-Durable Goods_________ | June 11.3 11.6 10.9 73 . Ii 9 illi . ; 
Shi $b (ed)—Tetel** comparison, totalling $922 million in July 
ipments—$b (cd)—Total**_______ | June 23.0 23.9 19.8 8.3 . ATR . 
as against $1.3 billion in the same month 
Durable Goods. June 10.8 W.1 9.0 41 |) 
ast year. 
Non-Durable Goods. June 12.2 12.8 10.8 4.2 A ee Ge 
seereraptappaneameseaelil The UNFILLED ORDERS on the books 
Total—$b (cd) June 70.4 69.9 54.2 28.6 | of all manufacturers continued to rise dur- 
_neN ad ae wna =e 16.4 ling June and reached $54.4 billion by the 
wi ’ J June 9 12.0 9.5 4.1 end of the month, up $800 million from 
Retailers June 18.7 19.0 147 8.1 the May 31 total, the Department of Com- 
Dept. Stere Stocks (mrb) — wit woe tad 1.2 | merce reported. The increase was confined 
BUSINESS ACTIVITY—1—pc haw. 4 185.6 185.5 1753 141. |to manufacturers of durable goods with a 
(M. W. S.)—1—np. Aug. 4 216.6 216.5 205.6 146.5 $1.3 billion rise to $48.3 billion, while 
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Latest Previous Pre- 
Wk.or Wk.or Year Pear! PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 

INDUSTRIAL PROD.—1 np (rb)** July 215 222 196 174 makers of non-durable goods showed a 
Mining | July 160 167 144 133 $500 million drop to $6.1 billion. The small 
Durable Goods Mfr July 267 276 235 220 total of unfilled orders in the non-durable 
Non-Durable Goods Mfr. July 189 197 181 151 goods field is due to the fact that in those 

lines most orders are filled from stock on 

CARLOADINGS—t—Total vial vie pati bod - hand so that no backlog of orders accumu- 
Mise. Freight —~* 7 tn = le lates. The major increases in backlogs oc- 
Mdse. L. C. L aap 4 she i * asin curred in transportation equipment, except- 
Grain i * bad a bod 2 ing motor vehicles, and in the machinery 

ELEC. POWER Output (Kw.H.) m | Aug. 4 7,003 7,005 6,247 —-3,267 industries other than electrical machinery. 

* * * 

SOFT COAL, Prod. (st) m | Aug. 4 —=— = Se = Factory sales of MOTOR VEHICLES 
Cumulative from Jan. 1 | Aug. 4 306 296 7” “06 during June totalled 617,676 units, far be- 
Stocks, End Mo June oe 7am sian 61.8 | low the 856,614 sold in the same month a 

PETROLEUM—(bbIs.) m year ago. Bulk of the decline was in sales 

ss wie ‘és és aa a2 of PASSENGER CARS which amounted to 
ae Ses, See . ‘ies ie a 482,027 vehicles in June. A year ago, this 
Gasoline Stocks ~— se figure was 720,688. TRUCK SALES of 134,- 
Fuel Oil Stocks. Aug. 4 45 45 42 94 811 in J ; lightly bel th 
ES ae 79 we - 55 in June were only slightly below the 
135,328 last year. 

LUMBER, Prod.—(bd. ft.) m Aug. 4 652 647 687 632 = * * 

Stocks, End Mo. (bd. ft.) b June 7 6.6 6.1 12.6 ADVERTISING IN NEWSPAPERS 
dipped in June to a total of 202,047 lines 

STEEL INGOT PROD. (st) m saty pig —— ving 696 | against 226,707 lines appearing in May. 
Cumulative from Jan. 1 ay si — = 747 |The June results were also below those of a 

ENGINEERING CONSTRUCTION year ago which showed linage of 209,093. 
AWARDS—$m (en) Aug. 9 217 268 164 94 Advertising placed by retailers of 108,992 
Cumulative from Jan. 1 Aug. 9 9,146 8,929 7,213 5,692 lines in June showed the largest drop, de- 

clining 6.8% from a year ago, in reflection 

MISCELLANEOUS of the poor consumer response in that field 
Paperboard, New Orders (st)t Aug. 4 355 181 334 165 while the biggest year-to-year gain oc- 
Cigarettes, Domestic Sales—b June 32 33 33 17 curred in clasified advertising with place- 

Do., Cigars—m June 503 479 471 543 ments of 49,861 lines against a linage of 
Do., Manufactured Tobacco (Ibs)m_ | June 19 19 20 28 44,776 in June 1950. 

b—Billions. cbh—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., s lly adjusted monthly totals at annual rate, before taxes. 

edlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated, pl ence News-Record. I—S lly adjusted Index 





(1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1926—100). Ib3—Labor Bureau (1935—100). It—Long tons. pas Al aenke mills, publishers, 
and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation for population growth. pe—Per capita basts. 












































rb—Federal Reserve Board. rb2—Federal Reserve Board, instalment sale credit and charge accounts. st—Short tons. t—Thousands. *—1941; November, 
or week ended December 6. **—Seasonally adjusted. 
THE MAGAZINE OF WALL STREEET COMMON STOCK INDEXES 
No. of — 1951 Indexes —————— | (Nov. 14, 1936, Cl.—100) : High Low Aug. 3 Aug. 10 
Issues (1925 Close—100) High Low Aug.3 Aug. 10 100 HIGH PRICED STOCKSG....... 118.1 107.1 118.1 117.2 
334 COMBINED AVERAGE .... 196.8 172.6 189.1 188.2 100 LOW PRICED STOCKG........ . 245.8 208.6 226.5 226.1 
4 Agricultural Implements......... 292.7 246.5 276.1 268.7 5 Investment Trusts ................. 93.9 84.8 92.2 93.9A 
10 Aircraft (’'27 Cl.—100)....... 333.0 252.8 286.7 283.6 3 Liquor (‘27 Cl.—100).... . 1202.0 1066.6 1123.9 1101.0 
7 Air Lines (‘34 Cl.—100).......... 764.7 634.0 692.8 705.9 BU MGGMNOEY g.<cscisescscszsccscpscessa: 206.4 177.7 198.7 198.7 
BARE oasis se cssccesicsesccossse 101.4 86.6 95.6 96.4 3 Mail Order 152.0 125.3 132.0 133.3 
10 Automobile Accessories ....... 257.6 216.2 232.3 234.6 3 Meat Packing 109.1 85.7 94.0 89.9 
UA tet eI ooo ecco sseccenccivens 46.3 36.1 39.4 39.8 13 Metals, Miscellaneous ........... 280.9 233.0 265.3 262.8 
3 Baking (‘26 Cl.—100)............ 23.2 21.0 21.6 21.6 Ml WARIO os ashi ny cacctu enévccsdatases 400.1 344.3 396.7 400.1A 
3 Business Machines ................ 383.7 300.8 374.9 383.7A 29 Petroleum ........... .. 418.9 355.0 418.9 411.8 
2 Bus Lines (‘26 Cl.—100)........ 183.1 150.6 150.6 154.0 30 Public Utilities 152.8 142.5 150.0 150.0 
CCIE oon. n acct cccsencascesese 326.0 427.8 421.3 9 Radio & TV ('27 Cl.—100).... 31.4 26.6 28.1 28.9 
3 Coal Mining .......... 13.2 13.3 13.7 8 Railroad Equipment .............. 73.8 Loy 63.6 63.6 
4 Communication 58.3 65.1 67.5 24 Railroads ................... 45.4 34.2 40.1 39.7 
FP CONARUGIION 503-caccasecesssere 60.2 68.3 67.2 RO OI soap ccevasecanseaeees 41.0 34.3 36.6 36.6 
P GOMTINOIS 2.60.5 cnc0c.sscencees 376.5 450.6 454.3A SUOMI occsccesisesccicaccescs 181.0 139.1 154.2 154.2 
9 Copper & Brass .... 126.3 141.9 139.3 3 Soft Drinks 395.5 320.3 323.7 330.5 
2 Dairy Products ......... 759 81.6 80.8 15 Steel & Iron 169.5 134.1 150.3 147.4 
5 Department Stores : 66.0 71.1 70.3 Ra III 5S cc ds saceensecsaiNeadiasnitis 77.6 66.5 73.2 72.5 
6 Drugs & Toilet Articles.......... 235.0 213.6 224.2 222.1 ME OMNI 8s os 0s sae ciceancssvnetess 503.4 425.3 494.8 499.1 
2 Finance Companies .............. 303.2 243.0 303.2 300.7 FTN oc. csncossssee .. 223.6 191.3 207.4 201.4 
7 Food Brands 171.4 180.5 180.5 3 Tires & Rubber 69.9 51.2 69.9 68.5 
2 Food Stores as 103.8 110.5 THE? 6 Tobacco ........ 86.1 75.3 78.5 79.3 
PSE IS MUIR x cincucis<seeesasetscoststces ; 65.7 68.3 67.0 2 Variety Stores 320.7 301.1 310.3 316.4 
4 Gold Mining ...................0000. 724.1 579.3 623.8 629.4 20 Unclassified ('49 Cl.—100)..... 127.3 109.4 119.7 118.6 





A—New High for 1951. 
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Trend of Commodities 





Commodity futures displayed rallying tendencies during the 
past fortnight with grains in the lead. The crop report of the 
United States Department of Agriculture giving conditions as 
of August 1, noted that dry, hot weather in July had caused 
deterioration in wheat and corn prospects and additional dam- 
age had resulted from wide-spread floods. The report indi- 
cated a 72 million bushel drop in wheat crop expectations with 
a 998 million bushel harvest now looked for. This would be 
the smallest crop since 1943. Wheat futures responded to this 
news with the nearby September future closing at 241% on 
August 13 against 235% two weeks earlier. Corn prospects 
were also reduced by 88 million bushels and the new estimate 
called for a 3,206,992,000 bushel crop, which would still be 
the fourth largest on record. Corn futures have been strong 
during the past two weeks, rallying 342-4 cents during that 


period. Oats futures have also been quite bouyant during the 
past fortnight with traders feeling that their price has been 
too low when compared with corn. Prices had been depressed 
by heavy imports of Canadian oats. In the past two weeks, 
futures have risen an average of 4 cents with the September 
1950 option closing at 81% on August 13. The first Govern- 
ment estimate of the new cotton crop appeared on August 8 
and predicted an outturn of 17,226,000 bales. Following the 
report, the Department of Agriculture announced that unlim- 
ited cotton exports would be allowed although licensing 
would continue in order to keep the supply situation under 
constant review. With the large crop forecast out of the way, 
traders took a more hopeful view. The October 1950 future 
which had fallen to 34.12 on August 8, rallied to close at 
34.60 on August 13. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 





Date 2 Wks. 3 Mos. 1 Year Dec. 6 
Aug.13 Ago Ago Ago 1941 
28 Basic Commodities ..................00..0.. 327.3 327.1 369.1 307.7 156.9 
11 Imported Commodities .................. 342.3 345.5 402.5 332.0 157.3 
17 Domestic Commodities .................. 317.9 315.7 349.0 292.9 156.6 
RAW MATERIALS SPOT INDEX 
MAY JUNE JULY AVG. 
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14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1951 1950 1947 1945 1941 1939 1938 1937 
2145 3047 1640 95.8 743 783 658 938 
178.4 134.2 1264 93.6 58.7 61.6 57.5 64.7 





Date 2 Wks. 3Mos. 1 Year Dec. 6 

Aug.13 Ago Ago Ago 1941 

7 Domestic Agriculture ...................0. 358.0 352.5 394.5 348.3 163.9 
MP NOSE TS soon cis apcssncsusees vicsescassceve 371.6 364.4 394.2 361.9 169.2 
MUSSER IACIORION. .<.ccnserescssstssssceceatssseves 309.3 313.0 354.8 283.7 148.2 
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Average 1924-26 equals 100 


1951 1950 1947 1945 1941 1939 1938 1937 
RANI © os<scnz<ssscoess 215.4 202.8 184.4 111.7 889 67.9 57.7 86.6 
ROW; ccscesssusnsecee 176.4 140.8 123.0 986 58.2 48.9 47.3 54.6 
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Pittsburgh Coke & Chemical has completed its first 
major unit of the new central research laboratories 
near Pittsburgh, Pa. The new unit more than 
doubles the company’s available laboratory space and 
centralizes a number of research groups. The new 
laboratories are designed to take care of the addi- 
tional research requirements stemming from the 
company’s expanding production of chemicals. The 
fine chemicals division is aided by these new facili- 
ties, and further expansion primarily in the field of 
synthetic organic chemicals is indicated in the 
future. 


Eastman Kodak has just developed a new photo- 
graphic reproduction paper which produces “black- 
on-white” photographic intermediates directly from 
blueprints and other negative originals without the 
need for darkroom handling or special reproduction 
equipment. The new paper, called Kodagraph Repro- 
Negative Paper affords standardization on positive 
photographic intermediates in quantity-print pro- 
duction. 


American Cyanamid’s new three-million dollar 
plant in Michigan City, Indiana is about ready to 
start production. The plant will produce synthetic 
cracking catalysts used by oil refiners in making 
high octane gasoline and other high grade fuels. 
With the new plant in operation, the company’s 
output of the catalyst will be substantially increased. 
The new plant will produce catalysts for numerous 
oil refiners who have catalytic cracking plants 
throughout the Midwest and along the Atlantic 
seaboard. 


Pennsylvania Railroad will begin work before the 
end of the year on a modern iron ore loading pier 
on the Delaware River in Philadelphia. The pier, 
with its supporting equipment, tracks and yard will 
be one of the largest tidewater ore unloading facili- 
ties in the country, with a rated capacity of 2400 
tons per hour. The cost will be $8 millions and com- 
pletion is expected in the summer of 1953. Imported 
iron ore will be unloaded from the largest ocean 
vessels by the most modern equipment, for trans- 
oe to railroad cars for movement to the steel 
mills. 


Construction of a new and modern main labora- 
tory building will shortly be begun by Celanese 
Corporation of America at Clarkwood, Texas, pe- 
troleum chemical research and development center, 
at a cost of approximately $500,000. The building 
will be provided with specially designed laboratories 
suitable for different types of research work on the 
production of chemicals from petroleum raw mate- 
rials, and will also include facilities for the use of 
modern physical analytical equipment involving 
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infra-red, ultra-violet and mass spectrometric tech- 
niques. 


Defense orders of Robertson-Fulton Controls 
amounted to $20 millions as of June 3, 1951. Indi- 
cations are that orders to be received in coming 
months will be in greater volume. Year’s total of de- 
fense orders, while very substantial, will require ex- 
tensive re-tooling and for this reason maximum 
volume of production arising from military orders 
will not be reached until some time in 1952. 


Facilities in Oak Ridge, Tennessee, for the exclu- 
sive production of radioactive isotopes for medical 
diagnosis and therapy have been acquired by 
Abbott Laboratories. Abbott is the first pharma- 
ceutical house to initiate research with radioactive 
medicines and has been supplying radioactively- 
tagged compounds to qualified hospitals and can- 
cer clinics from its laboratories in North Chicago, 
Illinois since 1946. The preparation of radioactive 
drugs will remain on a carefully controlled labora- 
tory basis at the Oak Ridge unit, but the company 
expects to more than double its present output 
within a year due to the proximity of the atomic 
“pile” and greatly increased facilities. Basic research 
with radioactive isotopes will continue in North 
Chicago. 


B. F. Goodrich Chemical Company will con- 
struct a new $5 million plant on a 175-acre tract 
in Calvert City, Ky. Major considerations in the 
decision to build the plant were the desire to dis- 
perse company facilities in the interests of national 
security, the availability of essential raw materials 
and power, and the accessibility of water transpor- 
tation on the Tennessee river. The new plant is ex- 
pected to be in operation late in 1952 or early in 
1953. 


The Westinghouse Electric Corporation has re- 
ceived a $6.7 million contract to build equipment 
necessary for carrying electric power to the Padu- 
cah, Ky. Atomic Energy Plant. Included in the con- 
tract are large numbers of 10-million kilovolt- 
ampere circuit breakers, largest ever constructed for: 
use on 161 kilovolt lines. The contract also provides 
for many low voltage circuit breakers and unit sub- 
stations, and five 100,000 kilovolt-ampere trans- 
formers. 


Sylvania Electric Products Inc. has organized a 
subsidiary in Puerto Rico to fabricate mica for use 
in radio tubes. Production will supplement Syl- 
vania’s supply of mica now being fabricated in 
Brazil and the continental United States. Great in- 
terest in the new Puerto Rican plant has been taken 
by the Economic Development Administration of 
that island. 
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A series of demonstrations of Columbia Broad- 
casting color television in West Berlin is now being 
held and is expected to attract hundreds of thou- 
sands of spectators from both West Berlin and from 
behind the Iron Curtain, especially on account of 
the Youth Festival held by East Germany. The CBS 
color television demonstrations are being sponsored 
by ECA in collaboration with the United States 
High Command in Germany, and are being held in 
conjunction with a drive to increase production and 
strengthen West Germany’s economy. 


The new million-dollar Floor Tile production line 
at the Johns-Manville plant at Waukegan, Illinois is 
now in full operation. This line will increase the 
output of Johns-Manville Floor Tile by more than 
two and a half times and is only the first step in the 
company’s plans for expanding Floor Tile produc- 
tion. The company also intends to increase produc- 
tion at Manville, New Jersey and a West Coast plant 
is being considered. 


Introduced two years ago for indoor current trans- 
formers, the butyl-molding process has now been 
applied to an entirely new line of current transform- 
ers, the first developed for both indoor and outdoor 
application. Announced by the Meter and Instru- 
ment Department of the General Electric Company, 
the new line of 600-volt transformers can be used on 
single-phase and on polyphase circuits. These butyl- 
molded units were designed to reduce customers’ 
stock requirements and help cut inventory costs. 
The main problems associated with the use of butyl 
on outdoor transformers—water penetration, sealing 
of butyl to metal parts, and surface creepage—have 
been solved by research and testing. 


In order to increase the over-all efficiency of its 
service network throughout the world, Mack Trucks, 
Inc. is beginning the construction of one of the 
most, if not the most, modern service parts plants 
in the industry. Upon completion of the new plant, 
the buildings now being used for Service Parts 
supply at Plainfield, N. J., immediately adjacent to 
the Plainfield Engine and Transmission plants, will 
become available for the production of vehicle en- 
gines and transmissions, thus providing 300,000 
square feet of space for expansion of the Plainfield 
manufacturing plants. For the present, however, such 
space will be used for the production or assembly of 
material essential for defense. 


With 40 diesel locomotive units ordered in 1951 
alone, the steadily expanding dieselization program 
of the Canadian Pacific Railway is keeping pace with 
the $68 million five-year plan for the acquisition of 
this modern power which was announced by the 
management last year. Continuation of the plans for 
dieselization represents an important aspect of the 
plans for capital expenditures. Last year, total capi- 
tal expenditures announced by Canadian Pacific were 
$400 millions. Although a major development in the 
next few years will be the continued and progres- 
sive application of new diesel power, the company 
is keeping its eye on the development of the gas- 
turbine locomotive, which may eventually have ad- 
vantages comparable to or even greater than the 
diesel for operation under Canadian climatic condi- 
tions. 

American Brake Shoe has entered into a contract 
with Wright Aeronautical division of Curtiss-Wright 
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Corp. to manufacture parts for the Air Force J-65 
Sapphire jet engine. The company will build a new 
foundry to produce the parts for Wright and other 
manufacturers of the Sapphire jet engine. The plant, 
containing 75,000 square feet of floor space, will 
have a capacity of 400 tons monthly. 


Pan American World Airways has asked the Civil 
Aeronautics Board for a permanent franchise on all 
the routes it now flies under temporary authority 
across the Atlantic to Europe, Scandinavia, the 
Middle and Far East. Trans-Atlantic operating 
rights of Pan American and Trans World Airlines 
granted by the government in 1945 expire July 4. 
The company has several applications pending with 
the Civil Aeronautics Board dealing with co-ter. 
minal rights and service to various points around 
the globe. 


Harrison-Walker Refractories Co. has called a 
special meeting for October 26 to ask stockholder 
approval of a plan to establish its authorized in- 
debtedness at $15 million. The company, which pro- 
duces materials used in building industrial furnaces, 
has at present no authorized indebtedness. Purpose 
of the move is to replenish working capital on a short 
term basis. The board has approved a bank loan 
agreement with Mellon National Bank & Trust Co. 
of $12.5 millions. If stockholders approve, the com- 
pany intends to use the capital for present expan- 
sion purposes. 


Some operations of American Radiator & Stand: 
ard Sanitary Corp’s Pittsburgh plant have been cur- 
tailed for several weeks. Curtailment is blamed on 
shortages of raw materials, restrictions on key 
building materials, tight credit terms on new homes, 
and the confusion caused by price regulations. Ac- 
cording to an official, most wholesalers and jobbers 
of the company’s products have fairly large inven- 
tories and are not buying heavily at this time. 


The Interior Department has recommended that 
Aluminum Co. of America be allowed fast amortiza- 
tion rights on $10 million worth of new aluminum 
facilities in Milam Country, Texas. The new plants 
would have a capacity of 85,000 short tons of alumi- 
num and 180,000 tons of alumina annually. Final ap- 
proval of certificates of necessity allowing the rapid 
write-off will have to come from the Defense Pro- 
duction Administration, but the Interior Depart- 
ment’s favorable recommendation makes it prac- 
tically certain that Alcoa will get them. 


The Federal Communications Commission plans 
to hold full hearings to determine whether Para: 
mount Pictures Corp. and United Paramount Thea- 
tres, Inc., should be permitted to stay in the radio- 
television business. Until such hearings are held, the 
commission said, it won’t renew radio or television 
licenses or grant construction permits to Paramount 
Pictures Corp. and its interests, or to Balaban & 
Katz Corp., a subsidiary of United Paramount 
Theatres. 


El Paso Natural Gas has called a special stock- 
holder meeting for September 18 to approve changes 
in the capital structure in order to facilitate the 
financing of its $92 million expansion program. The 


proposed changes are necessary in order to permit | 


greater flexibility in future financing and will be in 
four separate stages. 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





H. J. Heinz Company 

“From reports I gather, the demand 
for food products continues strong and 
therefore would be interested in receiv- 
ing pertinent data on H. J. Heinz Com- 
pany.” 

R. N., Scranton, Pa. 

For the fiscal year ended May 
2,1951, H. J. Heinz Company re- 
ported net income after taxes 
amounted to $7,432,000, or $5.03 
per share. This is the largest net 
income the company has earned 
with the exception of 1947. 

Total sales of the company 
amounted to $189,098,000, an in- 
crease of $18,590,000 or 11% for 
the fiscal year just closed. Sales in 
the United States were $135,887,- 
000, a gain of $14,094,000. Sales 
of each of the company’s foreign 
subsidiaries also increased during 
the year. 

For the past four years, since 
the company’s stock was listed on 
the New York Stock Exchange, 
dividends have been declared and 
paid quarterly in annual amounts 
of $3.65 per preferred share and 
$1.80 per common share. Total 
dividends have equalled 50% of 
censolidated net income for these 
years. The balance of net income 
has been retained to finance larger 
Inventories and accounts receiv- 
able and to provide for moderniza- 
tion of the company facilities. 

Inventories of finished goods, 
work in process and ingredient 
and packaging materials are val- 
ued at $67,800,000, an increase of 
24% over last year. This increase 
Is due to higher cost of supplies, 
earlier purchase of seasonal re- 
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quirements and the need for a 
greater supply of finished goods 
because of an expanding sales vol- 
ume. 

The company’s modernization 
and expansion program, started 
two years ago at the Pittsburgh 
plant, has to a large extent, been 
completed. 

Looking ahead to the company’s 
next fiscal year, the business ap- 
pears to be growing in the United 
States, Canada, Great Britain and 
Australia, and this growth is ex- 
pected to continue. 

The company is moving ag- 
gressively to improve the market 
position of its 57 Varieties and to 
maintain its financial position. 


Butler Brothers 

“Please furnish comparative earnings 
of Butler Brothers for the first half of 
this year against the like period last 
year. Merchandising companies like 
other businesses have had difficult prob- 
lems to contend with in recent months 
and I have been wondering how Butler 
Brothers has fared.” 

E. D., Utica, New York 

Butler Brothers had a net profit 
of $728,109 in the six months 
ended June 30, 1951. This is 
equivalent to 47¢ a share on the 
common stock. Net profit for the 
first half of 1950 was $638,245, 
equal to 38¢ per common share. 

Net sales for the first half of 
1951 were $52,492,173 against 
$49,299,468 in the. first half of 
1950. 
; The company adopted the last- 
in-first-out (LIFO) basis of valu- 
ing merchandise inventories at 
December 31, 1950 in place of the 


first - in - first-out (FIFO) pre- 
viously used. This was done to 
minimize the inflationary effect 
produced on inventory valuations, 
and therefore on stated profits, by 
the rising prices touched off by 
the Korean war. 

Total net sales in the first half 
of this year were 6.48% more than 
last year. Sales to wholesale cus- 
tomers were 4.31% more, sales to 
floor covering dealers were 2.10% 
more, and sales to consumers in 
Scott, Burr and Butler Brothers 
retail stores were 15.49% more 
than last year. 

So far this year, company sales 
have reflected the pattern of gen- 
eral business. Scare buying in Jan- 
uary and February plus an early 
Easter stimulated sales to show a 
first quarter increase of 17.20%. 
By the second quarter it was com- 
mon knowledge that stores and 
warehouses were full of goods, 
commodity prices had _ turned 
down, and threatened shortages 
had not materialized. In this quar- 
ter, sales of the company decreased 
4.25% from a year ago. 

The program of retail expan- 
sion is proceeding on schedule. A 
new department store in the Fair- 
view shopping center of suburban 
Cleveland was opened in April. 
Four new department store build- 
ings in suburban Los Angeles are 
nearing completion. They will be 
open one by one in time for a 
share in the fall and holiday busi- 
ness. A downtown Cincinnati vari- 
ety store will be open this Autumn, 
as planned. The San Francisco 
shopping center in which Butler 
will open a new department store 
is now under construction and will 
be available for occupancy by 
Spring 1952. 

These new stores will not add 
to profits this year. Temporarily, 
they will increase the expense bur- 
den. They are quite unlikely to re- 
turn a normal profit until they are 
well establishd in their communi- 
ties. 

Satisfactory progress is being 
made with the reorganization of 
the company’s wholesale opera- 
tions, 
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Government Policy—and 
Watered-Down Control Bill 





(Continued from page 542) 


a desire to scare up buying for 
those industries that are over- 
loaded with inventories. Consider- 
ing existing facts and uncertain- 
ties, it is difficult to reject the 
thought that the possibility of re- 
vival of inflation is deliberately 
played up, though not very suc- 
cessfully. The public, twice fooled 
into full-scale buying rushes, is 
standing pat with a I-want-to-be- 
shown attitude. 

The truth is that nobody is very 
sure of what will happen. Under 
the new control law, prices can 
be raised but will the people pay 
them? Ceilings at any level will be 
purely academic if the public 
won’t go that high, and right now 
it shows little inclination to play 
that game. Quite possibly, the 
public itself will impose the most 
effective kind of controls—by sim- 
ply not buying at top prices. It 
has been doing that right along. 
Quite possibly also, the Adminis- 
tration is overestimating the de- 
fense impact and underestimating 
our production capacity. 

The most dangerous threat to 
price stabilization lies in the ex- 
pected demands in the next few 
months for big wage increases. 
The President’s comments on the 
inadequacy of the control law 
amounted virtually to an open in- 
vitation to labor to press for an- 
other round. “When you breach 
the dam against higher prices, you 
breach the dam against higher 
wages”, is the official viewpoint, 
automatically weakening any ef- 
fort to hold the wage line. 

Labor of course has been agi- 
tating for strict price controls, 
and this has brought the unions 
into a bitter conflict with leading 
farm organizations. Farmers gen- 
erally have been opposed to con- 
trols, particularly farm controls, 
and came in for special treatment 
in the new control law which vir- 
tually removes the possibility of 
farm price rollbacks. For the first 
time, labor has been publicly 
stressing the inflationary implica- 
tions of our farm price support 
policy, denouncing it and promis- 
ing that labor will no longer “ap- 
pease” the farm bloc. 

This may well widen into an 
issue of far-reaching national im- 
portance, since it goes counter to 
an underlying policy and practice 
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of the Administration. At the 
same time, a head-on battle be- 
tween labor unions and farm or- 
ganizations on the inflation issue 
could weil become a case of the 
kettle calling the pot black. An 
end of farm price support, even 
modification, could break the spi- 
ral. But so would cessation of 
labor demands for rising wages. 

Obviously, passage of a rela- 
tively mild control law has stirred 
up a hornet’s nest in more than 
one way. Whether it will tend to 
revive inflation, as the Adminis- 
tration takes great pains in assur- 
ing us, remains to be seen. For the 
time being, the country, waiting 
to see, takes the inflation prophe- 
cies calmly, perhaps because the 
seers before have seen the wrong 
things. 

Much will depend on how the 
Administration will use the con- 
trol powers now at its disposal. 
Properly used, they can be fully 
effective. Knowing this, Congress 
has been reluctant to legislate 
more power at this time. Right 
now, at any rate, many are won- 
dering where Washington finds 
its signs of further inflation. The 
tremendous production effort since 
the Korean outbreak—including 
the inventory headache it created, 
shows potential economic strength 
of which many have not been 
aware. 





Companies That Can 
Increase Profits 





(Continued from page 545) 


for last year were $3.35 a share. 
With $2.10 a share already re- 
ported for the first half, the 
company should exceed the 1950 
figures. Dividends are at the an- 
nual rate of $1.50, where the yield 
at present price of around 45 is 
$3.3 %. The small yield is a clue to 
the strong probability that the 
dividend will be raised, or that an 
extra will be paid. 
Allis-Chalmers Manufacturing 
Co. showed an exceptionally large 
increase in net income during the 
second quarter and was able to 
retain a larger proportion of prof- 
its after taxes than some of the 
other companies in the field. Last 
year, the company earned $8.72 
per share on the common stock 
and with earnings for the first 
half at $4.01 a share, it will come 
close to last year’s figures. While 
costs are rising, benefits are being 
received from the excellent econ- 
omy program which the company 
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Southern California 
Edison Company 


DIVIDENDS 


ORIGINAL PREFERRED STOCK 
DIVIDEND NO. 169 


CUMULATIVE PREFERRED STOCK 
4.32% SERIES 
DIVIDEND NO. 18 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 


50 cents per share on Orig- 
inal Preferred Stock; 


27 cents per share on Cumu- 
lative Preferred Stock, 4.32% 
Series. 


The above dividends are 
payable September 30, 1951, to 
stockholders of record Septem- 
ber 5, 1951. Checks will be 
mailed from the Company's 
office in Los Angeles, Septem- 
ber 30, 1951. 


P.C. HALE, Treasurer 
August 17, 1951 























instituted several years ago. This 
has enabled it to maintain satis. 
factory operating ratios. 

Dividends are being paid at the 
rate of $3.25 annually, yielding 
6.7% at the current price of about 
47. The dividend could easily be 
raised. The stock of this well di- 
versified electrical and machinery 
manufacturer seems attractive for 
income and appreciation 

Black & Decker Manufacturing 
Company showed a substantial in- 
crease in net income in the second 
quarter despite a comparatively 
small rise in sales. Earnings were 
$2.08 per share against $1.47 in 
the first quarter. At this rate, full 
1951 earnings should at least ap- 
proximate those of 1950 when 
they came to $6.17 a share. While 
taxes are heavier, the company is 
favored by a substantial EPT 
cushion, its post-war earnings 
having been quite impressive. 

The company is the largest man- 
ufacturer of portable electric tools 
and while it supplies heavily to 
the automobile industry and is 
therefore affected by reduction of 
car production, it is also an im- 
portant supplier to the aircraft 
industry and others active in the 
defense effort. The backlog is ata 
peak and will probably increase 
yaad on account of defense or- 

ers. 
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Balance Sheet of Agriculture 
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advance estimates. If realized, 
that would leave a sizeable margin 
of increase —even after higher 
costs. As it is, prices so far in 
1951 have been about 20% higher 
than the average for all of 1950. 


- Despite this, and despite Govern- 


ment guarantees, the farmers 
seem to be worried about them. 

On the very day the Bureau of 
Agricultural Economics reported 
that farmers got 17% more money 
for marketing their products in 
the first seven months of this year, 
the National Farmers Union in 
an appeal to the President argued 
that farm prices have declined for 
five consecutive months, thereby 
“greatly reducing farmers’ real 
income. The Farmers Union urged 
therefore revision of the price 
support law to make it manda- 
tory for the Government to sup- 
port prices of all “bona fide” farm 
commodities at 100% of parity as 
against 90% under current law. 

It seems a hollow argument, in- 
deed, in view of the substantial 
rise in farmers’ cash receipts so 
far this year, the prospect of 
bumper crops and the guarantee 
of high prices under the present 
support system. In view of that, 
it is difficult to see how Congress, 
despite its record of catering to 
the farm bloc, can seriously con- 
sider the demand of the Farmers 
Union, particularly if at the same 
time it should want to give more 
than lip service to the fight against 
inflation. 

The whole situation of course is 
tinged with politics but also beset 
with grave dangers. It is gener- 
ally recognized that farm price 
supports have been, and still are, 
a dynamic factor in inflation. As 
long as supports continue at high 
levels, it is difficult to see how 
costs and prices can go down. 
And if, as the Farmers Union 
would have it, support levels were 
raised to 100% of parity, further 
general price inflation would be 
a foregone conclusion. 


The inflationary mechanism in- 
herent in the farm price support 
policy has been operating for some 
years, the principal part of it 
being rising living costs and ris- 
ing wage rates, with one chasing 
the other in spiral fashion. For 
higher farm prices mean new 
wage demands and higher wages; 
the lattern in turn tend to raise 
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the cost of things the farmer must 
buy, and hence the parity price. 
And as parity goes up, living costs 
go up—an automatic, vicious and 
endless chain. 

There has been some effort to 
determine how and at what length 
to cut the endless chain thus cre- 
ated but Congress, always politi- 
cally minded, is timid and so is 
the Administration. And we know 
what happened to Mr. Di Salle’s 
beef rollbacks. Though a com- 
mendable direct move in full rec- 
ognition of the fact that the prin- 
cipal element in the cost of living 
is the price of food, he was forced 
to retreat in deference to political 
and group pressures. What’s more, 
farmers turned against labor in 
anger over the rollback order. 


Strangely enough, farmers don’t 
like controls in contrast to labor 
which is all in favor of them. But 
the farmers do like their subsi- 
dies, the price supports and other 
guarantees which make for high 
farm income at the expense of the 
taxpayer and consumer. Politi- 
cally, this falling out puts the Ad- 
ministration squarely in the mid- 
dle with the result that some 
doubt exists, whether the political 
appeal to labor and farmers so 
successfully practiced in 1948 will 
work as well in 1952. It is a 
thought, though, that may prove 
premature. Both groups can be 
appeased but the price—further 
inflation—would be high and politi- 
cal repercussions elsewhere might 
well prove embarrassing. 

The simple fact is that the price 
outlook right now is favorable for 
the farmer and so is the demand 
outlook. In the revised control bill, 
agriculture received special treat- 
ment, too. Further price rollbacks 
are prohibited for beef cattle, and 
all other farm products cannot be 
rolled back more than 10% below 
the level of May 19, 1951. This 
points to the possibility of only 
minor rollbacks in a very few 
commodities. On the whole farm- 
ers are assured of parity prices 
or better. In a practical sense, 
they can forget about further roll- 
backs. Not only that, but quite a 
few farm commodities can rise 
above pre-Korea levels, which 
were even higher than today’s 
parity for these products, before 
ceilings can be imposed. 


Recent events pose the interest- 
ing question to what extent the 
post-Korean upsurge in agricul- 
tural commodity prices may tend 
to slow the steady decline in the 
nation’s farm population. No re- 








THE COLUMBIA 
GAS SYSTEM, INC. 





EarNinc STATEMENTS POR THE TWELVE 
Montus Enpep June 30, 1951 


The Columbia Gas System, Inc. has made 
generally available to its security holders 
corporate and consolidated earning state- 
ments for the period July 1, 1950 through 
June 30, 1951, such period beginning after 
the effective date of the Corporation's Regis- 


tration Statement for $110,000,000 princi- 
pal amount of 3% Debentures, Series A Due 
1975, filed with the Securities and Ex- 
change Commission pursuant to the Securi- 
ties Act of 1933, as amended. Upon re- 
quest addressed to the Corporation at 120 
East 41st Street, New York 17, N. Y., 
copies of such earning statements will be 
mailed to the Corporation's security hold- 
ers and to other interested parties. Such 
earning statements are made generally avail- 
able to security holders in accordance with 
the provisions of Section 11(a) of the 
Securities Act of 1933, as amended. 


THE COLUMBIA GAS SYSTEM, INC. 
by F. H. Carissman, 


August 15, 1951. Treasurer 




















THE TEXAS COMPANY 
196th 


Consecutive Dividend 
A dividend of sixty-five cents (65¢) 


per share on the Capital Stock of 
the Company has been declared this 
day, payable on September 10, 1951, 
to stockholders of record at the 
close of business on August 10, 1951. 
The stock transfer books will re- 
main open. 








Rosert FIsHER 


August 3, 1951 Treasurer 


SRE rae core se 
( C, CAN COMPANY Inc. 
Go CAN COMPANY, Inc. 
A regular quarterly dividend of ninety- 
three and three-quarter cents ($.93%) 
per share on the $3.75 cumulative pre- 
ferred stock of this Company has been 
declared payable October 1, 1951, to 
stockholders of record at the close of 
business September 14, 1951. Books will 

not close. 
LOREN R. DODSON, Secretary. 




















cent figures are available but a 
partial indicator is provided by 
the recent rise in farm property 
prices which suggests that demand 
for farm lands has heightened 
during the past twelve months. If 
the exodus from farms to city has 
been slowed, it should minimize 
fears that the farm labor supply 
is diminishing more rapidly than 
is being supplemented by labor- 
saving farm machinery. Farm 
prosperity as it currently exists, 
and as it will likely continue, could 
well prove a powerful incentive 
towards slowing the exodus which 
has been going on for several 
decades. 
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Boeing Airplane Company Photo 
HOW COLD CAN IT GET? That’s a mighty important question, when it comes 
to steel that must be used where it is exposed to sub-zero temperatures. The 
critical aircraft part, for instance, being tested in this low-temperature cham- 
ber by“‘men from Mars,”’ must operate dependably, no matter how cold it 
gets thousands of feet above the earth: United States Steel makes special 
alloy steels for low temperature applications of all kinds. 


THE TIE THAT BINDS IS STEEL. 
These packages of rations, 
stockpiled at a Korean base, 
are tied for safe shipment 
with Gerrard Round Steel 
Strapping, made by U.S. 
Steel. This is just one of 
thousands of purposes for 
which steel is needed in these 
days of mobilization, both for 
military and every day uses. 


MOUNTAIN CLIMBING THE EASY WAY. If you want 
to get to the top of 3000-foot Cannon Mountain 
in New Hampshire, and enjoy the magnificent 
White Mountain view from its summit, the easy 
way istoride the aerial tramway. You’ll swing gen- 
tly in the observation car, high above the trees, 
carried up the slope on strong cables of U-S:S 
TIGER BRAND Wire Rope (made by U.S. Steel). 


SAFE FOOTING. ..WET OR DRY. Every year, thou- 
sands of crippling accidents are prevented by 
steel floor plate like this. On small step-plates 
around machinery, or covering entire factory 
floors, U‘S‘S Multigrip Floor Plate provides 
skid-resistance in all directions—wet or dry. 


FACTS YOU SHOULD KNOW ABOUT STEEL 


In 1950, the American steel industry shipped approximately 
71.5 million tons of steel to consumers, only 3% less than 
was used for direct war purposes during all of World War ll. 








AMERICAN BRIDGE COMPANY e¢ AMERICAN STEEL & WIRE COMPANY and CYCLONE FENCE DIVISION »* COLUMBIA STEEL COMPANY ¢ CONSOLIDATED WESTERN 
TENNESSEE COAL, IRON & RAILROAD COMPANY * UNION SUPPLY COMPANY ¢ UNITED STATES STEEL COMPANY UNITED STATES STEEL EXPORT COMPANY 
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can do so many jobs so well... 











“BUILDING COLLAPSING! HURRY!” A few months ago, U.S. Steel Supply Company in 
St. Paul, Minnesota, got a hurry-up order for 12 60-foot steel beams—to be 
used to tie a collapsing building together. With a police escort, the beams were 
rushed by truck to the scene, and the tottering building braced with steel so that 
it was no longer a hazard to passers-by. Only steel can do so many jobs so well. 


Listen to...NBC Symphony Orchestra, presented every Sunday evening by United States Steel. 
Nationa! Broadcasting Company, coast-to-coast network. Consult your newspaper for time and station. 


... and this trade-mark is your guide to quality steel 


JNITED STATES STEEL 
Hleping to Build a Betier Almerica 


STEEL CORPORATION e¢ GERRARD STEEL STRAPPING COMPANY ¢ GUNNISON HOMES, INC. e NATIONAL TUBE COMPANY ¢ OIL WELL SUPPLY COMPANY 
UNITED STATES STEEL PRODUCTS COMPANY e¢ UNITED STATES STEEL SUPPLY COMPANY e¢ UNIVERSAL ATLAS CEMENT COMPANY VIRGINIA BRIDGE COMPANY 
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The Re-Adjustments in the 
Auto Accessory Industry 





(Continued from page 557) 


crease in sales was typical of 
practically all components within 
the industry. In some cases, the 
increases have been very steep for 
so short a period and have been as 
high as 65%, compared with the 
same period last year. The Chrys- 
ler strike last year, of course, kept 
sales down then so that some com- 
parisons are not entirely realistic. 
Nevertheless, the sales trend was 
favorable. However, the net earn- 
ings picture is not so advan- 
tageous and clearly reflects the 
impact of higher taxes and higher 
material and labor costs. Some 
companies, despite higher sales, 
even showed a sharp decline in 
earnings. 

Among the largest gainers both 
in sales and net income for the 
period were: Bohn Aluminum; 
Briggs & Stratton; Clark Equip- 
ment, and Kelsey Hayes. Among 
those who showed a decline in net 
were: Borg-Warner; Campbell, 
Wyant & Cannon; Midland Steel 
Products ; Motor Wheel and Stand- 
ard Steel Spring. 

Federal income taxes under the 
present law call for a combined 
normal and surtax rate of 47%, 
with 30% additional applied to 
excess profits; the overall ceiling 
is 62%. Heavier taxes are expec- 
ted and may apply to the end of 
the year. The common expectation 
is that five percentage points will 
be added to the combined normal 
and surtax rate and the overall 
ceiling. This then calls for a closer 
examination of the tax situation 
as it applies to the automotive ac- 
cessory companies. 

The cost of taxes varies greatly 
with individual concerns. Thus 
Bendix Aviation last year had an 
effective tax rate of 45% against 
87% in 1949; Borg-Warner 52% 
against 38%; Clark Equipment 
46% against 38%; Eaton Mfg. 
51% against 36% ; Midland Steel 
Products 538% against 39%, and 
Timken Roller Bearing 52% 
against 38%. In all cases, the tax 
bill has increased but in some the 
rise is greater than in others. The 
same tendencies are predominant 
so far this year. In any case, the 
tax feature is going to play a large 
part in determining final profits 
for 1951. The outlook on this 
score, despite the present and 
prospective gain in business from 
the Government, is not too favor- 
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able, and good-sized chunks may 
be expected to be taken off the 
year’s earnings. 


With regard to the differing 
conditions affecting the industry 
as a whole, it will be helpful if 
the reader thinks of the entire 
group as consisting, roughly 
speaking, of three great sections, 
though there is a good deal of 
over-lapping so that absolutely 
clear cut distinctions are difficult 
to make. Nevertheless, the three 
broad classifications are as fol- 
lows: the original equipment mak- 
ers, replacement parts manufac- 
turers and those catering mainly 
to non-automotive client indus- 
tries. 


Cutbacks vs. Defense Orders 


Generally speaking, companies 
which depend heavily on original 
equipment passenger car volume 
face sharp cut-backs in normal op- 
erations. However, these com- 
panies are securing military or- 
ders in varying volume and as 
they increase this type of activity, 
losses due to smaller passenger 
car output will be made up; but 
this will take time, especially as 
some plants will have to be recon- 
verted, an expensive process. It 
must be added that in such cases 
the companies have already set 
up adequate reserves. In general, 
it will be realized that companies 
in this general field will continue 
to face handicaps. 


Among the companies in the 
original equipment field which 
probably will have difficulty in 
converting to war orders and 
which will be affected to some ex- 
tent by the cut-back in civilian 
passenger car production are the 
automobile body, frame and wheel 
groups. The following companies 
are representative of these 
groups: Budd Manufacturing, 
Midland Steel Products, Motor 
Wheel, Kelsey-Hayes, Standard 
Steel Spring and Campbell, Wy- 
ant & Cannon. In some cases, 
losses incurred through reduction 
of demand for parts for original 
equipment can be partially made 
up through military orders; but 
where reconversion is required, it 
is important to recognize that 
such plant adjustments take time 
so that in some cases, the full 
benefit of war orders cannot be 
attained until next year. 

In the replacement parts indus- 
try, the situation varies widely, 
but a more favorable situation ex- 
ists as compared with the original 
equipment group. Especially well 
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Situated, as stated above, are 
parts makers for the truck indus. 
try which will produce a_ huge 
volume for military needs. Also in 
a strong position are those com. 
panies which are important fac. 
tors in making parts and equip. 
ment for the aircraft industry, 
Thus, high military needs will 
tend to guarantee a large volume 
of business to suppliers of the 
truck and aircraft industries, 
Among specific products absorbed 
by the truck and aircraft indus. 
tries are: engine parts and bear. 
ings, various aircraft parts, and 
truck axles. 

Some of the more important 
companies in the above fields 
which are likely to benefit speci- 
ally from military. production are: 
Bendix Aviation, Bower Roller 
Bearing, Clark Equipment, Dana 
Corp., Electric Storage Battery, 
A. O. Smith, Thompson Products, 
Timken-Detroit Axle and Timken 
Roller Bearing. A distinguishing 
feature of most of these com. 
panies as applied to war contracts 
is that they have few or no recon- 
version problems. 

The third section—those com- 
panies catering either to non- 
essential industries—or to essential 
industries which use large quan- 
tities of non-essential materials- 
will have widely varying condi- 
tions to contend with, depending 
on the individual companies and 
their products. For example, com- 
panies such as Stewart-Warner, 
which has been building up a large 
production of television sets, will 
be affected by increasing difficulty 
in securing materials for this pur- 
pose, quite apart from the current 
lag in TV sales as such. Other man- 
ufacturers, such as Borg-Warner, 
will have new problems relating 
to its refrigerator division. 


Radiator grilles, for lack of 
metal, cannot be furnished in 
large volume; also the reduction 
of passenger car output automati- 
cally reduces the need for this 
equipment. Automobile hardware 
also falls into this category. 


It is obvious from the above 
description of the multiple varia- 
tions in the nature of the business 
done by companies in this field, as 
a whole, that the investor will be 
unable to draw general conclu- 
sions as to the major trend, if any, 
and that he must seek to analyze 
each individual company on its in- 
dividual merits. Space does not 
suffice to present even a brief 
analysis of each company, though 
the accompanying table with its 
comments and ratings should be 
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' of assistance to the investor, but a 


description of the position of 
some important companies should 
illustrate the differences that ex- 
ist. 

Before discussing these situa- 
tions, it is well to remind the 
reader that the automotive parts 
companies, taking them as a 
group, are characterized, with re- 
gard to dividend payments, by 
currently paying relatively small 
regular dividends and compara- 
tively large extras. This is due to 
the fact that the managements of 
these companies recognize the 
fact that the present is a period of 
large earnings, not typical of their 
history, as a whole, and cannot be 
depended on indefinitely. There- 
fore, in considering the dividend 
feature, the investor should pay 
more particular regard to the reg- 
ular dividend rather than to the 
extras which, in the nature of 
things, are ephemeral. 


Eaton Manufacturing Co. is one 
of the more solidly entrenched 
companies in the automotive ac- 
cessory field. It has continued its 
good record of earnings in the 
first half of 1951, netting $3.54 a 
share. However, it is expected 
that the second half will produce 
earnings at a somewhat smaller 
ratio, due to the increasing load 
of taxes and higher costs, and that 
the full year’s net will not exceed 
$5.75 a share compared with 
$7.41 last year. For the first half, 
sales were $97.6 millions. Con- 
tinued at this rate, they would be 
approximately 30% higher than 
$148.3 millions for all of 1950. 

Approximately 60% of the com- 
pany’s business is with Chrysler, 
Ford, General Motors and Inter- 
national Harvester, but diversifi- 
cation is indicated by the fact that 
less than 10% of the total product 
ls sold to any one of these cus- 
tomers. Also, the company is an 
important supplier to the aircraft 
industry, which will tend to in- 
crease sales in this department for 
a considerable period. Addition- 
ally it supplies railroads and con- 
tributes to the manufacture of 
marine and Diesel engines. Alto- 
gether the company is well placed 
to get its share of military busi- 
ness. 

There is only one class of stock, 
consisting of 1,789,942 shares. 
Dividends amounted to $4.00 in 
1950 and so far this year $3.00 
has been distributed. It is ex- 
pected that the full 1951 divi- 
dends will equal those of 1950. 
The stock is one of the better class 
in the automotive parts group. 
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-Armeco Steel, 


The dividend return is high but 
price appreciation possibilities 
seem limited. 

Electric Storage Battery is an- 
other of the better situated units 
in the field. Earnings for the first 
half of 1951 were $2.85 per share 
and it is anticipated that the full 
year’s net will be in excess of last 
year’s of $5.03 a share, possibly as 
high as $5.50. The company is es- 
pecially favored because it has 
practically no reconversion prob- 
lem with regard to filling military 
orders. All it has to do is to step 
up production in existing plants. 

Financial position remains 
characteristically strong. The 
company has followed a more con- 
servative dividend policy than 
many others in the group and ac- 
cordingly, the investment quality 
of the stock has improved over 
the years. Last year’s dividend 
amounted to $2.50 per share, and 
it is expected the same amount 
will be paid in 1951. 

Smith (A.0.) Corporation is 
an interesting example of a com- 
pany, originally almost exclu- 
sively confined to the automotive 
parts field, which for some years 
has been branching out into non- 
automotive lines. The most impor- 
tant of these is the very large 
expansion in the manufacture of 
large-diameter welded pipe for oil 
and gas transmission. The com- 
pany is joint owner, together with 
of A. O. Smith 
(Texas) which is becoming an im- 
portant supplier of pipe and other 
materials for the oil industry. The 
tremendous activity in both drill- 
ing and the laying of new pipe 
lines is an obvious feature of 
strength. 

Together with Midland Steel 
Products, A. O. Smith produce the 
bulk of automobile frames in the 
United States. Under present re- 
stricted conditions, frame output 
is being reduced. On the other 
hand, due mostly to military 
needs, the demand for the com- 
pany’s many other products of a 
non-automotive character are ex- 
panding. The company is well di- 
versified in such items as electric 
and gas water heaters, welding 
electrodes, welded steel railroad 
products, meters, gauges and 
motors. 

During the past few years, 
earnings have been substantial 
and amounted to $7.03 a share in 
1949 and $7.46 in 1950. Due to 
higher taxes, profits in the fiscal 
year ended July 31, 1951, are ex- 
pected to be somewhat lower. 
Dividend payments are unusually 
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YOU GET THE GOOD THINGS FIRST FROM CHRYSLER CORPORATION 





DIVIDEND ON 
COMMON STOCK 


The Directors of Chrysler Corporation 
have declared a dividend of two 
dollars ($2.00) per share on the 
outstanding common stock, payable 
September 12, 1951 to stockholders 
of record at the close of business 
August 20, 1951. 


B. E. HUTCHINSON 
Chairman, Finance Committee 











Y p NS SRS 
Chemical Fund 
Inc. 


A Prospectus describing the Come 
pany and its shares, including 
the price and terms of offer- 
ing, is available upon request. 


F. EBERSTADT & CO. INC. 


39 Broadway New York City 








REEVES BROTHERS, inc. 


DIVIDEND NOTICE 

A quarterly dividend of 30c per 
share has been declared, payable 
September 13, 1951, to stockhold- 
ers of record at the close of busi- 
ness August 27, 1951. The transfer 
books of the Company will not be 
closed. 

J. E. REEVES, Treasurer 


August 13, 1951. 











IB M INTERNATIONAL BUSINESS 
MACHINES CORPORATION 
590 Madison Ave., New York 22 
The 146th Consecutive 
Quarterly Dividend 


The Board of Directors of this Corporation has 


this day declared a dividend of $1.00 per share, 
payable September 10th, 1951, to stockholders 
of record at the close of business on August 17, 
1951. Transfer books will not be closed. Checks 
prepared on IBM Electric Punched Card 
Accounting Machines will be mailed. 

A. L. WILLIAMS, Vice Pres. & Treasurer 
June 26, 1951 








conservative but this is due 
mainly to the large expansion pro- 
gram which has _ necessitated 
heavy borrowing. In the mean- 
time, plant values are being in- 
creased and in time, stockholders 
should benefit from higher divi- 
dends. The stock is inclined to- 
ward volatility and is not suitable 
for conservative investors. 
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Mixed Prospects For 
Electrical Companies 





(Continued from page 560) 


pansion of generating and trans- 
mission facilities throughout the 
country, is another factor that 
must be taken into account in 
viewing prospects for this indus- 
try. Power and light utilities em- 
barked upon a vast five-year ex- 
pansion program immediately 
after the war and have been com- 
pelled to continue extensive prep- 
arations for serving a rapidly 
growing population. New de- 
mands for additional capacity are 
almost as urgent as they were five 
years ago, and backlogs of orders 
for equipment still are unusually 
large. 


Heavy Equipment Orders 
A Stabilizing Influence 


This is important for such com- 
panies as General Electric, West- 
inghouse Electric and the Line 
Material division of McGraw 
Electric. Orders for equipment re- 
quired by public utilities are re- 
garded as highly important be- 
cause they involve large sums and 
assure months of steady opera- 
tions while being completed. 
Hence they contribute a stabiliz- 
ing influence that counteracts fluc- 
tuations in demand often encoun- 
tered in household appliances. 
This fact helps explain the recent 
relatively better earnings show- 
ing of major manufacturers. 

The continued uptrend in na- 
tional income is another reassur- 
ing factor that cannot be wholly 
disregarded in appraising pros- 
pects for makers of household ap- 
pliances. Although income is not 
a primary determinant of demand 
for such products, it is important 
— especially for so-called second- 
ary items considered useful but 
not necessarily essential, such as 
sewing machines, fans, heaters, 
cake mixers, special irons, electric 
clocks and a whole host of other 
gadgets that the consumer buys 
when he feels flush. 

Despite the sustaining influence 
of steadily rising national income, 
production of household appli- 
ances is likely to decline fairly 
steeply this year. This trend may 
be attributed to consumer resist- 
ance to higher prices necessitated 
by rising costs, to stiffer credit 
regulations dictating larger 


monthly instalment payments and 
to a reduced demand that has fol- 
lowed last year’s scramble for 
goods in anticipation of a serious 
shortage if war had come. Re- 
placement demand for such items 
as refrigerators, vacuum cleaners, 
etec., has been curtailed by pre- 
cautionary buying in the last 
twelve months, while original 
equipment needs for’ kitchen 
ranges and other essential appli- 
ances have been reduced by a 
moderate cutback in housing con- 
struction. Hence, an inventory 
congestion has developed in retail 
outlets which makes difficut up- 
ward price revisions to compen- 
sate for increased production 
costs. 

Searcity of copper and other 
critical metals undoubtedly would 
necessitate curtailment of produc- 
tion even if consumer demand had 
not faded. Higher prices for ma- 
terials and wage increases have 
contributed to advances in operat- 
ing costs for most manufacturers. 
As pointed out, conditions have 
conspired to bring about a squeeze 
on margins, for manufacturers 
are hampered not only by con- 
sumer resistance and credit strin- 
gencies but also by elimination 
of legal “price-fixing” on branded 
merchandise. Cut-rate sales of ap- 
pliances have spurred consumer 
resistance to products where man- 
ufacturers have attempted to 
maintain price standards. While 
economic conditions have con- 
tributed to narrower margins on 
household appliances, however, 
the reverse has been true for larg- 
er equipment going into industrial 
and military channels. 


General Electric 


To gain a better idea of prob- 
able effects of conflicting forces 
on the affairs of principal com- 
panies, it may be well to examine 
developments in several typical 
cases. General Electric, largest 
manufacturer of electrical equip- 
ment, continued to enlarge sales 
volume in the first six months, but 
heavier tax burdens held earnings 
slightly below results obtained in 
the corresponding period last 
year. Net profit in the June quar- 
ter improved moderately over the 
first quarter showing of $1.21 a 
share to bring the total for the 
first six months to $2.44, which 
compared with $2.69 a share in 
the first half of 1950. Even assum- 
ing no important slackening in 
shipments in the last half, it seems 


doubtful that earnings for the full 
year can approach last year’s rec. 
ord of $6.01 a share. 

Westinghouse Electric has ex- 
perienced comparably satisfac. 
tory results in the first half of the 
year, considering the restrictive 
influences of rising costs and 
heavier taxes. Net profit in the 
June quarter barely failed to 
match the March quarter showing 
and net profit for the six months 
rose slightly to $1.98 a share from 
$1.85 for the corresponding period 
of 1950. Unless reserves prove 
much larger than wil be required 
at the year-end, it seems doubtful 
whether the company can dupli- 
cate last year’s excellent showing. 
Earnings in the last six months of 
1950 jumped to $3.50 a share to 
bring the total for 1950 to $5.36 
a share. If net should slightly ex- 
ceed $4 a share this year, this 
would be regarded as satisfactory, 
considering handicaps of Govern- 
ment controls and tax burdens. 
The indicated $2 annual dividend 
rate appears well protected. 


Cutler-Hammer 


Cutler-Hammer is one of the 
smaller representatives of the in- 
dustry whose products are well 
diversified and whose markets 
cover a wide range. Industries 
served include automotive, rail- 
roads, steel, mining, shipbuilding, 
textile, paper and utilities. Earn- 
ings have shown a consistent up- 
trend since the war, reflecting a 
dynamic growth in the use of elec- 
trical apparatus in industry. They 
have continued to reflect large 
volume of orders this year, with 
net profit in the first six months 
rising to $2.85 a share from $2.15 
a share in the first six months of 
1950. Net profit this year may ap- 
proach $5.50 to $5.75 a_ share, 
compared with the record $5.98 
a share of 1950. Such a showing 
would encourage hope of a gener- 
ous year-end extra dividend. 

McGraw Electric gradually has 
expanded its field of operations 
from a small manufacturer of 
household appliances, of which the 
“Toastmaster” is the best known, 
to include supplies used in trans- 
mission of electric energy. Acqui- 
sition of the Line Material Cor- 
poration was a contributing fac- 
tor to growth in recent years. 
The earnings record has been es- 
pecially dynamic since the war. 
Heavier taxes seem likely to hand- 


cap earnings growth this year, | 
and net profit may fall short of | 
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last year’s record $9.23 a share. 
Nevertheless, results show prom- 
ise of exceeding the regular $3 
annual dividend requirement by 
a margin sufficient to rouse hope 
of an extra distribution as large 
as in 1950, when total payments 
came to $3.50 a share. 

Square D Company is another 
leading maker of switches, switch- 
boards and a variety of devices 
used in many industries and pow- 
er stations. Products are needed 
in the national defense program 
and it is logical to assume that a 
high rate of armament production 
will have a beneficial effect on op- 
erations of this company. Net 
profit in the first six months rose 
to $2.28 a share from $1.26 a 
share in the corresponding period 
a year ago despite the sale of the 
important Kollsman _ division, 
manufacturer of precision air- 
craft instruments, at the close of 
1950. Sales last year rose to a 
record high of $46.3 million, and 
indications point to a new peak 
this year. Despite higher taxes, 
net profit gives promise of sur- 
passing last year’s best figure of 
$3.61 a share. 

Maytag Company is a repre- 
sentative of the household appli- 
ance industry which has felt the 
restrictive effects of credit tight- 
ening, reduced consumer demand 
and increased costs in a highly 
competitive field. Net profit is 
likely to be trimmed this year by 
narrower margins resulting from 
keener competition at the consum- 
er level and smaller unit output. 
Earnings may drop back to $3.40 
to $3.60 a share from $5.91 a 
share recorded last year — an ex- 
ceptionally good showing. 


Weston Electrical Instrument 


Weston Electrical Instrument 
Corporation is a comparatively 
small concern that has concen- 
trated on instruments used in lab- 
oratories, many of whose products 
are made on a custom basis. Chief 
customers are found in a wide va- 
riety of fields, including commu- 
nications, transportation, radio, 
utilities and the electrical appli- 
ance industry itself. Sales volume 
was stimulated during the war 
and has been favorably affected by 
our armament program. Net pro- 
fit rose in the first six months this 
year to $1.72 a share from $1.15 a 
Share in the first half of 1950. 
Earnings this year may dip some- 
What below last year’s $4.50 a 
share, but should afford ample 
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coverage for the $2 annual divi- 
dend and encourage hope of an 
extra at the year-end. 

Despite temporary uncertainty 
over the outlook for appliances, 
the electrical industry appears 
headed for steady growth over 
the longer term in fulfilling ex- 
panding military and _ civilian 
needs. Greater dependence is be- 
ing placed on labor-saving equip- 
ment powered by electric energy, 
and the military experts also are 
preparing to increase expendi- 
tures on electronic products. Pros- 
pective growth in television also 
promises to provide additional 
business for many types of elec- 
trical supplies. 
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Economic Crisis 
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striking out the enterpreneur will 
be necessary. For one thing, a 
degree of stability in the wage 
level is essential if the manufac- 
turer is to push exports and enter 
into long term contracts. Limita- 
tions of domestic purchasing pow- 
er by cutting down the budgetary 
deficit, and the encouragement of 
saving is also essential. But will 
the Labor Government do it? Can 
the Government as presently con- 
stituted deal firmly with the de- 
mands of the unions? 

It is highly questionable wheth- 
er the Labor Government now 
under doubtful public mandates 
will do any of these things. Unless 
something unexpected develops, 
the present disorder in Britain’s 
economy will increase. Apparently 
thes only way out of the dilemma 
is the ballot, if the opportunity 
arises this fall to use it. Like 
other countries in a similar pre- 
dicament, Great Britain needs 
new blood, a new approach. Mean- 
while Britain, moving from one 
crisis to another, can hardly be 
considered an effective ally in a 
disturbed world. 
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units being recorded for the most 
recent week compared to 20,855 
unit production in the preceding 
week. 


Total United States car and 
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Corporation 
DIVIDEND 


The Board of Directors declared a dividend 
of 75¢ per share on the Common Stock pay- 
able September 11, 1951, to holders of rec- 
ord August 27, 1951. 


ROGER HACKNEY, Treasurer 
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truck production came to 97,414 
units for the week ended August 
11 compared with a total of 115,- 
529 units produced in the August 
4 week, a decline of about 15%. 
This gives a clue to the industry’s 
answer to the car inventory prob- 
lem. Production is being reduced 
and all sorts of factors are cited 
as the reason... “searcity of 
materials” .. . “labor problems” 

. “military production change- 
over.” . . Doubtless such ele- 
ments have a bearing on the 
situation but we suspect that most 
basic is the bald fact that cars 
are just not selling well enough 
to maintain maximum possible 
output. 

Unquestionably this downtrend 
in car sales is going to be felt 
quickly in income statements be- 
cause defense work is still largely 
in the tool-up stage. The industry 
has huge defense order backlogs, 
the dollar amount of which is 
generally kept secret for security 
reasons, but some indication can 

(Please turn to page 582) 
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market trend, and to improve its 
relative position in the group, 
given a do-little, trading-swing 
market. 


581 














Problems of the 
Automobile Industry 





(Continued from page 581) 


be had of the scope of these activi- 
ties by the admission of General 
Motors that its defense order 
backlog amounts to better than $3 
billion and that the value of work 
concluded for the Government for 
the half ended June 30, totaled 
$230 million! 

The variety of products which 
the auto companies are supplying 
for the defense effort is well illus- 
trated by Chrysler’s present de- 
fense production picture. This 
auto builder is reported as being 
currently engaged in production 
of 25,000 military trucks and 
parts, and working on orders for 
aircraft parts, marine and indus- 
trila engines, anti-submarine nets, 
rotating bands for shells and am- 
munition boxes. Other defense 
work scheduled by Chrysler is re- 
ported to include production of 
tanks and tank engines, sub-con- 
tracts for aircraft production and 
the manufacture of jet engines for 
the navy. 


Time For Conversion 


In most cases the products re- 
quired by the defense program are 
considerably different from the 
main business of automobile pro- 
duction. This means that a good 
deal of time will be needed to 
make the necessary changes in 
plant facilities to accomodate the 
new production lines. New ma- 
chine tools must be ordered and 
time must pass before they can 
be delivered and installed in the 
plants. Where the auto firms are 
fortunate enough to be able to 
reactivate old plants designed for 
defense production for the last 
war, the main problem will be the 
recruitment of a skilled labor 
force and the location of adequate 
supplies of materials. This will 
take time but not as much as 
required for the tool-up phase 
necessary in operating auto pro- 
duction plants. 

In the main, however, the auto- 
firms will meet defense require- 
ments by devoting a portion of 
their production facilities, prob- 
ably less than one-third in most 
cases, to such work, chiefly by 
operation of individual plants. As 
an example of the latter approach 
it is reported that the Navv plans 
to spend $35 million to build a 
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plant at Detroit devoted to air- 
craft jet engine production and 
has indicated that it will be oper- 
ated by Chrysler. The initial con- 
tract covered by these facilities 
was indicated as totaling $91 mil- 
lion. Other defense production 
facilities will be company-financed 
and subject to accelerate depre- 
ciation under Certificates of 
Necessity. 

Good examples of this are GM’s 
propeller parts facilities at Mo- 
raine City, Ohio, which cost $4,- 
408,230, and aircraft parts pro- 
duction and tank production facili- 
ties at Grand Blanc, Michigan, 
which cost $7,292,041. In some 
cases entirely new plants are com- 
pany-financed and applications are 
made for accelerated write-off 
permission as in the case of three 
plants planned by GM’s Buick 
Division. One is currently under 
construction in Chicago, two are 
planned for Flint, Michigan. 
These three installations will be 
devoted entirely to the production 
of Wright J-65 Sapphire jet 
engines. 

Obviously, full industry contri- 
bution to defense will not rap- 
idly materialize. Industry spokes- 
men warn not to expect substantial 
defense production until late 1952 
or perhaps 1953! That seems like 
a long stretch of leaner profits for 
the auto companies. 

At the same time, operating 
costs in car building are rising 
both because of higher materials 
and wage costs, and higher unit 
costs because of lower production 
volume. To what extent price in- 
creases applied for under new 
ceiling regulations can offset this 
factor remains to be seen. Cer- 
tainly higher car prices, plus a 
projected advance in the excise 
tax on motor vehicles, will hardly 
stimulate already lagging car 
sales. The latest easing of instal- 
ment credit curbs has had little 
appreciable effect. 


Thinner Profit Margins 


Even when the defense produc- 
tion lines begin to roll full swing, 
there is still the problem of thin- 
ner profit margins on Government 
work. Profit margins on defense 
business will be considerably less 
attractive than those earned on 
the normal automobile business. 
For instance, turning to an exam- 
ination of the accompanying tab- 
ulation, it may be observed that 
net profit margins in the first half 
of 1951 amounted to about 3 to 4 
cents on the sales dollar on the 
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average. while in 1950 net profit 
totaled 4 to 5 cents on the average, 
This trend reflects the impact of 
rising costs and foreshadows a 
recurrence of the situation which 
prevailed during the last war. 

As an example, during the peak 
production year of 1944, Chry- 
sler’s net profit margin amounted 
to only 2.26 cents on each sales 
dollar. In the same year, General 
Motors managed to retain 3.95 
cents on each sales dollar but this 
compares with an 11.1 cent profit 
margin on 1950 business. Of 
course, during the latest world 
conflict, substantial volume large- 
ly made up for these narrow mar- 
gins but that won’t be the case 
this time, barring all out war. Gov- 
ernment defense business will 
continue to be characterized by 
narrow margins and volume will 
be relatively limited, with civilian 
business probably still the main 
profit determinant. 


Leaner Profits Ahead 


Today it looks as though the 
passenger car business is enter- 
ing a prolonged period of leaner 
times profitwise. Buying interest 
is slack and even if it were to 
make any startling recovery, the 
industry would be faced with 
NPA-restricted production. High- 
er taxes, conversion and plant re- 
habilitation costs for defense pro- 
duction, higher labor and material 
costs, price ceilings, material 
shortages and NPA _ production 
cutbacks are all in the car-makers 
immediate future, a prospect that 
has been responsible for laggard 
market action of motor shares. 

However, prospects for the 
truck makers are considerably 
more encouraging. Trucks are be- 
ing manufactured at the highest 
rate in history, even highr than in 
1948 when the truck production 
record was set There are no con- 
version or tool-up problems in 
this division as far as military 
demand is concerned, and defense 
demand has had the effect of 
pushing the current output rate 
to about 1,500,000 units per year. 
Orders on hand for trucks to be 
delivered to the Armed Forces 
are reputed to be more than 
double the value of the vehicles 
delivered to the services in 1941, 
the year we entered World War 
II. 

While by far the largest num- 
ber of trucks are made by the 
“Big Four” of the truck making 
industry, General Motors, Ford, 

(Please turn to page 584) 
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LET The Forecast go to work 


FOR YOU NOW! 











GET THESE CONTINUOUS SAFEGUARDS 
For Your Protection—Income—Profit 


Short-Term Recommendations for Profit 
Mainly common stocks but preferred stocks and 
bonds are included where outstanding price 
appreciation is indicated. 
Low-Priced Opportunities . . . Securities in the 
low-priced brackets with the same qualifications 
for near-term profit. Special Defense Program 
beneficiaries. 
Recommendations for Income and Profit . . . 
Common stocks, preferred stocks and bonds 
for the employment of your surplus funds 
and market profits. 
Low-Priced Situations for Capital Building .. . 
Common stocks in which you can place moder- 
ate sums for large percentage gains over the 
longer term. 
Recommendations Analyzed . . . Pertinent de- 
tails as to position and prospects are given 
on securities advised. 
When to Buy .. . and When to Sell . . . You 
are not only advised what to buy but when to 
buy and when to sell—when to be moderately 
or fully committed . when to be entirely 
liquid. 
Market Forecasts . . . Every week we review 
and forecast the market, giving you our con- 
clusions as to its indicated trends. Dow Theory 
Interpretations are included for comparison. 
Telegraphic Service . . . If you desire we will 
wire you in anticipation of decisive turning 
points and market movements. 
Consultation by Wire and by Mail ... To keep 
your portfolio on a sound basis, you may con- 
sult us on 12 securities at a time... by wire 
and by mail. 


Added Services... 


Business Service . . . Weekly review and fore- 
cast of vital happenings as they govern the 
outlook for business and individual industries. 
Washington Letter **Ahead-of-the-news"’ 
weekly reports from our special correspondent 
on legislative and political developments weighing 
their effects on business and securities. 
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You can conduct through our definite and continuous counsel, a 
carefully arranged program for market profits . . . and gradually 
establish an investment backlog of securities for growth of your 
capital and income. 


You will be advised in timing your commitments . . . in knowing 
what and when to buy and when to sell . . . when to contract or 
expand your position as we gauge important turning points and mar- 
ket movements in the next important phases of the 1951-52 trend. 


SHARE IN OUR NEW MARKET PROGRAMS 
FROM THEIR START 


Join our service today, to be ready to take full advantage of our new 
selections of outstanding investment bargains under the war- 
economy outlook for 1951. It is important to participate in our 
investment campaigns from their start—since we time our new pur- 
chases carefully and individual stocks can score substantial per- 
centage rises on the initial phase of their advance. 
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better adapted to today’s rapidly changing conditions .. . than THE 
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Chrysler and International Har- 
vester, the smaller independent 
truck makers also have substan- 
tial Government orders which has 
already led to a marked pick-up 
in their earnings. One factor in 
their favor is that they are not 
burdened with the declining pro- 
fits currently plagueing the pas- 
senger car-makers. 

For instance, Reo Motor reports 
that it has orders for 214-ton 
trucks which exceed $100 million 
in value. White Motor places its 
Government business backlog at 
$20 million and Mack Truck says 
that recently placed orders have 
now brought its defense contract 
backlog to more than $100 million. 
It is probable that a good many 
substantial orders for trucks will 
be placed by the Government be- 
cause, while the dollar amount of 
the order backlog is impressive, 
the number of physical units is 
less than might be presumed due 
to the price differential which ex- 
ists between military and civilian 
truks. A three-quarter-ton cargo 
truck costs the military about 
$4,000 but civilians would pay 
only about $1,500; and a 214-ton 
military truck costs the services 
about $6,000 or nearly twice the 
cost of a civilian truck of the same 
capacity. This is due to the stiffer 
specifications required by the mili- 
tary. There must be more driving 
wheels, heavier chassis frame, 
more powerful brakes, higher vol- 
tage systems, special clutches, 
transmissions and steering me- 
chanisms. Here, the truck makers 
are operating in their normal 
business which suggests the possi- 
bility that profit margins can be 
controlled to a point where they 
might compare favorably with 
margins on civilian business. 


Conclusions 


To sum up: Passenger car pro- 
duction faces sharp cutbacks in 
the final half of this year and 
barring unexpected changes in the 
outlook, will remain at limited 
levels portending drastic earnings 
declines. Truck production should 
continue at a high rate with curbs 
on commercial units largely off- 
set by heavy military require- 
ments. Profit gains, in most cases 
substantial, are fairly assured for 
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the independant truck specialists. 
In the circumstances, shares 
of the passenger car makers 
hold little market attraction at 
this time though leaders such as 
General Motors and Chrysler at 
current levels (considerably down 
from their highs) represent sound 
values for longer term holdings. 
Shares of the better situated truck 
specialists such as Diamond T, 
White Motors, Mack Trucks and 
Fruehauf Trailer should reflect 
the anticipated sharp earnings 
gain, even after heavier taxes. 





As I See It! 
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nently in Britain as outlined else- 
where in this publication. But it 
might also be said that there is 
still insufficient emphasis on the 
need to increase production gen- 
erally as one answer to controlling 
rising prices. If as a consequence, 
armament output portends a de- 
clining standard of living, political 
repercussions may conceivably be 
embarrassing. This highlights the 
need for better utilization of 
productive elements throughout 
Western Europe, currently im- 
peded by national and _ sectional 
prejudices and reluctance to set 
them aside in the common Euro- 
pean interest. 

As long as this continues, 
NATO’S road will be a tortuous 
one despite American inspiration 
and generous assistance. What 
Europe seems to forget, or at any 
rate is not stressing sufficiently, 
is that rearmament is essential for 
their own economic growth which 
could hardly progress very far in 
the shadow of an unmitigated So- 
viet threat. Business today is un- 
willing to take long term chances 
in a war-clouded atmosphere, and 
this will continue in the absence 
of a really effective bulwark 
against Russian aggression. Re- 
armament, on the other hand, can 
become a shield which should en- 
able further economic progress 
and well-being. 





Correction Ahead— 
Or Broadening Advance? 





(Continued from page 539) 
anything like the proportions en- 
visioned need not unduly concern 
longer-term investors. They might 
better concentrate on_ selective 


portfolio adjustments, with the 
aid of suggestions on individual 
issues always contained elsewhere 
in the pages of this publication, at 
the same time holding reasonable 
reserves, aS heretofore advocated, 
against unpredictable contingen- 
cies and for future buying oppor- 
tunities. As regards the latter, all 
that can be said is that the present 
price swing being, or having been, 
upward, the next one of more or 
less comparable scope will no 
doubt be downward. 

The supporting considerations 
are a high level of economic acti- 
vity and national income; a fair 
aggregate of corporate earnings, 
although it is moving lower; a 
prospective 1951 dividend total 
differing little from the record 
1950 level; fairly moderate price- 
earnings ratios even on the basis 
of the probable annual rate of 
earnings likely to be reached in the 
fourth quarter; and relatively 
good current dividend yields, 
averaging close to 6% for repre- 
sentative industrials, or well over 
twice the average yield of high- 
grade bonds. 

On the other side, we are con- 
fronted with imponderables in 
foreign affairs and 1952 economic 
potentials, tax uncertainties and 
a downward trend in earnings. The 
Administration has been badly 
wrong in its previous economic 
projections, underestimating 
American capacity to pour out 
goods; and its present predictions 
are colored for propaganda pur- 
poses. Investors may take the talk 
of what the arms program will do 
to the economy in 1952 and 1953 
with reserve until they see more 
tangible evidence to go on. One 
thing is certain: a radically in- 
creased capacity to produce both 
arms and civilian goods, but the 
longer-term market for the latter 
is much less certain. 

—Monday, August 20. 


BOOK REVIEW 


POLICY FOR THE WEST 
By BARBARA WARD 


Policy for the West is a book of the 
utmost timeliness, for the problems it 
discusses are those that leap at us from 
the front page of our daily papers; a 
book of the utmost clarity, for no one 
today surpasses Barbara Ward in the 
ability to make plain the essential sim- 
plicity of apparently confused ques- 
tions; a book of the utmost hopefulness, 
for it presents a positive policy to which 
free men can rally. 
Norton 








$3.75 


THE MAGAZINE OF WALL STREET 








ith the 
dividual] 
sewhere 
ation, at 
1sOnable 
vocated, 
atingen. 
y Oppor- 
tter, all 
present 
ng been, 
more or 
will no 


erations 
nic acti- 
> a fair 
arnings, 
ywer; a 
id total 

record 
e price- 
1e basis 
rate of 
d in the 
latively 

yields, 
* repre- 
ell over 
f high- 


ire con- 
bles in 
-onomic 
ies and 
ies. The 

badly 
‘onomic 
mating 
yur out 
lictions 
Ja pur- 
the talk 
will do 
1d 1953 
e more 
n. One 
ally in- 
ce both 
but the 
e latter 


rust 20. 


As 


W 


VA 


ST 
) 


k of the 
blems it 
us from 
apers; a 
* no one 
d in the 
tial sim- 
d ques- 
»>fulness, 
to which 


$3.75 


TREET 


oe 


AMERICAN 





Doctors can now cure half of those who develop 
cancer if the disease is diagnosed in its early 
stages. Yet in 1950 some 210,000 families lost a 
father, a mother or a child to cancer. Many of 
them—probably 70,000—could have been cured. 


To save more lives, we all must help. 
Your gift to the Cancer Crusade will help guard 
your family by providing more research, more 
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IF SOMEONE IN YOUR FAMILY HAD CANCER, you would do anything . . . every- 
thing that would help. And today there is so much that you can do to help. 
Tens of thousands of families just like yours meet cancer every year and 


triumph over it. But we are still losing too many men and women we love. 


life-saving education, more training for scien- 
tists and physicians, more equipment, more serv- 
ices for those already striken with the disease. 


Cancer is man’s worst enemy. Striking back at 
cancer costs money. Any contribution is wel- 
come but, the fight against this major threat 
deserves major support: dollars--tens—- ties 
—hundreds of dollars. Will you help? 
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ADJUST YOUR INVESTMENTS ... 
To Benefit From New Conditions 


OW is the time to start a realistic program 

to protect and promote your investment 

interests during the era of change ahead. It is 

realized today that world wide happenings 

are the same as local news in their effects 

on the earnings and fortunes of American 
corporations. 

As an American investor your holdings are 
not frozen, you have the right to revise your 
securities—to withdraw from unfavorable situ- 
ations, and to concentrate on those most ad- 
vantageous for your personal investment 
objectives. Yet some investors do little or noth- 
ing about their holdings, and this has most 
often been a costly policy in the past. 


STRATEGIC AND IMPORTANT POINT 
TO REVISE YOUR INVESTMENT HOLDINGS 


The present—NOW-—represents a particular- 
ly strategic time to recheck every individual 
security you own, as well as the investment 
policy YOU are following, in relation to cash 
reserves, income productivity, inflationary 
versus deflationary factors and other influ- 
ential forces. 

Such reappraisal must be searching and 
factual, and must avoid personal emotions 
and subjective considerations. 

It is a difficult task for any individual in- 
vestor. Rather it is a job for an organization 
of well trained, seasoned experts in the vari- 
ous phases of investment analysis. 


foes te ez 





MANAGING YOUR SECURITIES 


Just as any business venture rises or falls by 
reason of management-—so the healthy expan- 
sion—or the shrinkage—in your capital and 
income are governed by the competence and 
nature of the management of your investment 
account. 

Capable management must construct a bal- 
anced portfolio, soundly diversified as to type 
of security, nature of business, geographical 
location and political influences. 

It must plan to produce an income return 
to meet your individual needs and to provide 
a degree of safety to fit your personal cir- 
cumstances. 

Proper supervision of securities should 
anticipate dangers ahead and take steps to 
protect principal against loss. It should see 
new opportunities developing and set up a 
program to participate fully in income and 
profit benefits to be derived. 


CONTINUOUS PERSONAL MANAGEMENT 


Investment Management Service can take the 
initiative in advising you when any changes 
should be made in your personal investment 
holdings. You would be relieved of worry, 
effort and research and would never be left 
in doubt as to your market position. It is this 
alert, unbiased counsel which clients have 
renewed year in and year out. 

NOW, with the market in a difficult phase, 
you should investigate this Service, by taking 
advantage of the special invitation below. 


rowth, 
will be specified, 
of holdings an 


N & “ 


Cy 


a _ 
iy 


\ 
INVESTMENT MANAGEMENT SERVICE 


A Division of The Magazine of Wall Street 
A background of forty-four years of service 








90 Broad Street New York 4, N. Y. 
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